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TUESDAY, JUNE 19, 1956 


Unrrep StTaTes SENATE, 
COMMITTEE ON APPROPRIATIONS, 
Washington, D.C. 
The committee met at 10 a, m., pursuant to notice, in room F-37 of 
the Capitol, Hon. Carl Hayden (chairman of the committee) pre- 
siding. 
Present: Chairman Hayden, Senators Ellender, Robertson, Hol- 


land, Stennis, Young, Knowland, Thye, Mc( Carthy, Mundt, Smith, 
Dworshak, and Dirksen. 


DEPARTMENT OF STATE 
STATEMENT OF HON. JOHN FOSTER DULLES, SECRETARY OF STATE 
OPENING STATEMENT OF CHAIRMAN 


Chairman Haypen. The committee will come to order. 

We start our hearings this morning on the mutual sec urity ap- 
propriation bill for 1957. The committee does not have before it 
from the House as of today, the appropriation bill. We do, however, 
know what the administration has requested in the way of authoriza- 
tion, what the House of Representatives has passed in the form of 
an authorization bill and what the recommendations are of the For- 
eign Relations Committee of the Senate. I have before me a table 
which shows that a total of $4,672,475,000 in new authorization was 
requested by the administration. The new appropriations requested 
total $4,859,975,000 and the reason for the difference of $187,500,000 in 
these 2 figures is that appropriations are requested in the amount of 
$75 million for “Infrastructure,” $12,500,000 for the “Intergovern- 
mental Committee for European Migration” and $100 million for the 
President’s Asian fund which 3 items were all authorized last year 
or the year before and consequently no additional authorization was 
necessary. 

AUTHORIZATIONS AND APPROPRIATION REQUESTS 


This table reflects the detailed figures up to date including the figures 
agreed to in the Senate Foreign Relations Committee yesterday. ~ The 
table will be made a part of the record. 

(The table referred to follows :) 
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4 MUTUAL SECURITY APPROPRIATIONS, 1957 
COMMITTEE PROCEDURE 


Chairman Haypen. Secretary Dulles is present with us this morn- 
ing, and we will be pleased to hear any statement he has to make with 
regard to this appropriation. I suggest that we let the Secretary 
proceed to make his statement until he has concluded, and then we will 
open the matter for questions. 

Senator ELxtenper. Mr. Chairman, before we proceed, may I ask 
this: What will be our procedure in going over the details of this 
appropriation? As I understand, today we are going to hear general 
statements from Mr. Dulles, and General Gruenther. 

Chairman Haypen. Later, not today. 

Senator ELLenper. I thought General Gruenther was coming in 
today. 

Chairman Haypen. He is coming on Thursday. 

Senator ELLenper. I thought it was today. 

Mr. Scorr. Mr. Dulles and Mr. Hollister are scheduled for today. 

Senator Ettenper. I would like to go into detail about this, and he 
is here in town and I do not see why we could not wait until we get the 
final authorization from the Senate. 

Chairman Haypen. Well, unfortunately, we thought we would have 
a final authorization from the Senate by this time, and these dates 
were fixed some time ago. 

Senator Ex.tenper. The Senator recalls when I suggested to him 
that I well understood that if General Gruenther could not come any 
other day than today, let him come today, and now he comes Thursday, 
you say. 

Chairman Haypen. That was the date given to him. 

Senator ELLenper. I thought it was Tuesday. 

Chairman Haypen. I am sorry. 

Senator Extenper. I thought it was on Tuesday. 

Chairman Haypen*® It was on Thursday that the date was fixed. 

Senator ELtenper. Do you propose to go into the details of this 

xppropriation and hold all of the hearings before the Senate acts on 
the authorization? 

Chairman Haypen. We are going to try to get these general state- 
ments from the heads of the various agencies at t this time, giving their 
views. The details we will have to take up as they are presented to 
us on a proper authorization bill. 

Senator ELienver. This will be done after the bill is enacted ? 

Chairman Haypen. We cannot report it until we have it all. 

Senator Etienper. I understand reporting, but I mean the hear- 
ings on the details. 

Chairman Haypren. We have to know exactly what we are doing 
when we go to the details. But these general statements about policy 
can very well be made now. You may proceed Mr. Dulles, as I say 
without interruption. 

GENERAL STATEMENT 


Secretary Duties. Mr. Chairman, I appear here in support of the 
President’s request with relation to the mutual security program for 
the next fiscal year. As has been pointed out, the authorizing legisla- 
tion is not yet complete so that I will speak primarily in terms of ‘what 
the President requested and indeed, I will speak more in terms of the 

rate of expenditure which is a fairly stable figure of a little over $4 
billion a year, although this year there is a request for an appropria- 
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tion greater than the anticipated rate of expenditure because of the 
fact that for the last couple of years there have been expenditures at a 
greater rate than the appropriations. 

The more particular reason for that will be explained by the De- 
fense Department because that request relates primarily to the military 
aspects of the program. 

[ would like to outline the program primarily in terms of people and 
places because those are the terms in which we think, and that is where 
the cuts count. It is not just cutting dollars, it is cutting out places 
and people whom we believe are vital parts of the free world and which 
need the assistance that we give them to maintain the independence 
which we believe in turn is vital and important for our own security. 

I may say that not a dollar of this program is recommended except 
in terms of what we believe to be the enlightened self-interest of the 
United States. It is extremely important “for the United States that 
the areas not now controlled by Soviet communism—peoples not so 
controlled, resources not so controlled and their strategic locations not 
so controlled—remain free and independent. If that situation should 
change it would be a very serious loss to the safety and security and 
perhaps peace of the United States. 


FAR EAST PROGRAM 


Of this program, and I am speaking now primarily in terms of 
anticipated expenditures, approximately $1.5 billion will be expended 
in the Far East. The great bulk of that goes to three areas where 
peace is obviously precarious and where the Chinese Communists 
hold in readiness considerable forces which could attack. The first of 
these places is Korea. There is an armistice in Korea but there is 
no peace in Korea in the formal sense because the Chinese Commu- 
nists have refused to permit Korea to be unified by free elections as 
was contemplated and hoped for by the United Nations. 


KOREA 


In Korea, the anticipated expenditure primarily goes to support 21 
divisions of Korean troops which are in Korea. We have been able 
to take out a considerable part of the United States troops that were 
in Korea and thereby effect a considerable saving for the Defense 
Department on its own budget, but that has left a situation which 
makes it seem imperative to assist the Korean Government to maintain 
forces of their own. 


SITUATION IN FORMOSA 


Then, you have the situation in Taiwan (Formosa). You are, I 
think, all familiar with that situation and the fact it is close to hos- 
tilities all of the time. Shots are being exchanged, almost every day, 
between the Chinese National forces and the Chinese Communist 
forces. We have been seeking for some time to get the Chinese Com- 
munists to make a renunciation of force in the Taiwan area, but they 
have declined to do so. 

It seems a matter of elementary prudence to assist the Chinese Na- 
tionalists’ forces in the area. There is the authority by Public Law 
4 of last year which authori izes the President to use the Armed Forces 
of the United States in that area. Naturally, we hope that that will 
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not be necessary. But if we fail to maintain the forces of the Chinese 
Nationalists, it increases the likelihood that we may have to use our 
own forces in fighting in that area. 


INDOCHINA 


Then, there is a situation in Indochina, primarily Vietnam, where 
again there is an armistice but where there is no formalized peace. 
The forces of the Vietminh in the north are being built up by the 
Chinese Communists and it is imperative to maintain some compen- 
sating forces and strength in the Republic of Vietnam. 

The situation there has improved immensely over the past year. 
There has been a liquidation of the independent forces operating 
under the various sects, the Cao Dai, the Hoa Hao and the Binh 
Xuyen. The authority of the Diem Government is solidified in the 
area, but it is necessary to assist that government to maintain forces 
of its own. 

The French have pulled out their forces and I think the last will 
go within the next few days. We are prevented by the terms of the 
armistice agreement from sending in United States forces. There- 
fore, it is important to build up the forces of Vietnam. 

There are minor expenditures in relation to the Philippines and 
1 or 2 other of our allies in the area, but the great bulk of the 
$1.5 billion in that area goes to the 3 trouble spots of Korea, Taiwan, 
and Indochina. 


MIDDLE EAST 


Then, there is a situation in the Middle East where there are four 
countries which form what we call a norther n tier and which block 
the access of the Soviet Union to the.oil reserves of the Middle East, 
and to Africa. The three countries bordering the Soviet Union are 
Pakistan, Turkey, and Iran. Iraq is associated with the three through 
the Baghdad Pact, and it is very close to the Soviet border, although 
it is not actually contiguous to the Soviet Union. 

In that Middle East area, we plan to expend approximately $800 
million. 

Senator Hotianp. Will the Secretary permit an interruption / 
Where is the budget breakdown of the items that you are mention- 
ing? It is very interesting but I think we ought to be able to follow 
them as you mention them. Where do we find that? 

Mr. Scorr. They are right here. 

Chairman Haypen. The clerk will find the document, and you may 
proceed, Mr. Secretary. We agreed before you came, that it would be 
without interruption. 

Senator Hotianp. It is relatively easy to follow in the Far East, 
where there is only Korea and Taiwan and Vietnam, but for me, it is 
much more difficult to follow it in the Middle East, and that is what 
I understand he is planning to go into now. 

Secretary Duties. I am speaking, Senator, of three countries pri- 
marily. That is Pakistan, Turkey and Iran. 

They account for the great bulk of the $800 million estimated ex- 
penditures in the Middle East. As I say, those three countries are 
the barrier to access by the Soviet Union to the vast oil reserves upon 
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which Western Europe is dependent both militarily and economi- 
cally and also the pathway to Africa which is of vital importance to 
the free world. 


EUROPEAN AREA 


‘Then, I come to Europe where the contemplated expenditures are 
about $1 billion. Of that, approximately $850 million would go to 
NATO, excluding Turkey, of which I just spoke, primarily in terms 
of the maintenance of the present Military Establishment and certain 
new weapons. NATO is a joint operation, and our partners there 
are also making large expenditures, and our own expenditures are 
primarily in terms of helping to maintain some of the existing equip- 
ment which derives from the United States, and supplying certain 
new weapons primarily of a defensive character against atomic 
weapons. 


SPAIN 


The situation in Spain with reference to building up the bases there 
is, I think, well known to you. Those assume growing importance 
from the military standpoint. 


YUGOSLAVIA 


I would like to say a word particularly about Yugoslavia, because 
I know that is a very controversial item. There is much about Yugo- 
slavia and its government and its policies that we do not like but 
there is one fact that we do like and that is, that Yugoslavia broke 
away from the rule of Moscow and maintains its independence of 
Moscow. I believe that Marshal Tito is passionately dedicated to the 
independence of his country, and I do not consider that there is any 
likelihood that he would surrender that independence. 

If he did, our policy toward Yugoslavia would be altered. At the 
present time, the influence of that example is potent throughout East- 
ern Europe, and I think it would be a very grave misfortune if any 
action on our part seemed to compel Yugoslavia to give up its inde- 
pendence and go back again into the Soviet fold. 

I think what I am about to say had better be more or less off the 
record, 

Senator McCarrny. I think anything said about Yugoslavia should 
be on the record. I am very much concerned about the reasoning 
which indicates that we are going to give further aid to a Commu- 
nist country, which has declared itself an ally of Russia. I do not 
think that that should be off the record. 

Chairman Haypen. Well, Mr. Secretary, you can exercise your 
judgment about that. If you do not care to state it, we will have to get 
it from another source. 

Senator McCarruy. I did not hear what the chairman said. 

Chairman Haynen. If the Secretary does not care to make it public 
at this time, we will have to get it from another source. 

Senator McCarrny. This is not being made public, this is an ex- 
ecutive session, but I think that the chairman should have the com- 

lete record of everything that is said about this aid to Yugoslavia. 
have two letters 
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Chairman Haypen. In my judgment, I think that the committee 
should respect the wishes of the Secretary of State. If he says oar 
he does not care to have a figure on the record, he has undoubtedly : 
good reason. Wecan remember what the figure is. 
Senator McCarrny. Could I ask, Mr. C hair man, why the Secretary 


wants this off the record. Would you rather not have that done at 
this time? 


Chairman Haypen. You might question him later. 

Senator McCarrny. All right. 

Senator Smirn. Is this an executive session ? 

Chairman Haypen. Yes. 

Senator Smiru. What happens to the notes that are taken down? 

Chairman Haypen. They are put in a safe. 

Senator Smrrn. Thank you. 

Secretary Duties. I may say, Mr. Chairman, that I have no ob- 
jection to this information being in the records of the committee, : 
long as they are not released publicly. 

Senator McCarrny. Mr. Chairman, I hate to interrupt, but I am 
curious to know whether the Secretary thinks this will endanger our 
national security or for what reason he wants this off the rec ord. 

Secretary Duties. I believe it will endanger our national security. 

(Discussion off the record.) 

Senator McCartny. I have no further questions, Mr. Chairman. 

Chairman Haypen. Proceed. 

Senator Tuyr. Mr. Chairman, is the reporter taking this or is he 
not ? 

Chairman Haypen. Yes. 

Senator EtLenper. It will be under lock and key 

( Discussion off the record. ) 

Secretary Duties. Now, I repeat again, that if there should be any 
demonstrable proof that Tito had given up his independence and had 
identified himself again with the Soviet group, that would lead to a 
change of our policy. So far we do not think that that has happened 
and we are inclined to think that it will not happen. There have 
been versions of statements made by Tito on his present trip to Moscow 
which lend themselves to that interpretation. We have checked back 
on the exact language used, and the context and have talked to the 
Yugoslav Ambassador about the situation and it is our opinion that 
there has been no surrender at all by Yugoslavia of its independence. 

( Diseussion off the record. ) 

Secretary Duties. Now, Mr. Chairman, the figures that I have 
given cover approximately $3,300 million of the anticipated expendi- 
tures for the next year. That leaves about $700 million which is the 
so-called economic part of the program. What I have described has 
been the military assistance and defense support. 

That $700 million goes mostly to our + allies and to some extent to 
neutrals, and the purpose in every case is to help those countries 
maintain their independence and to deny their manpower, and their 
natural resources, and their strategic locations to the Soviet Union. 


is 


RUSSIAN ASSISTANCE PROGRAM 


We believe that those expenditures are esserttial for those purposes 
and they become more essential than ever because the Soviet Union 
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itself is engaged in trying to win to itself those people, those natural 
resources, and those strategic locations by engaging in so-called eco- 
nomic assistance programs. 

The total credits which the Soviet Union has already extended in 
that effort, primarily directed to South Asia and the Middle East, 
amount to about $600 million and in addition they are doing something 
which is very persuasive to those countries and in which we are not in 
a position to do, that is to buy their surplus agricultural products. 
That gives the Soviet Union a great influence. We cannot engage 
in that because we ourselves have a problem of surplus agricultural 
products and we are therefore at a disadvantage in that aspect of 
the contest. 

It makes it all the more important that we should have the resources 
of which I speak. 

SOVIET “NEW LOOK” 


There are some people who think that the Soviet “new look” and 
their recent protestation may make this program unnecessary. I 
cannot believe that any members of this committee share that view 
because I think that you are too knowledgeable about these matters 
to accept the protest: itions of the Soviet Union, which so far are not 
backed in any substantial degree or any degree at all really, by any 
actions which indicate a relaxation of their effort, either in military 
terms or in economic terms. They are increasing their activities in 
both respects. 

REDUCTION IN SOVIET MILITARY MANPOWER 


They have recently announced that they are going to reduce their 
manpower by 1,200,000. That may be true. I think it likely is true, 
because it is logical for them to do that just as we ourselves are 
shifting our manpower strength and not having as many in the Army. 
We are paying more attention, and putting more emphasis upon the 
nuclear weapons, and the means of their delivery, and the means 
of aehuine against them. So, it is logical that the Soviet Union 
would do the same. 

They have a great shortage of manpower in agriculture and in indus- 
try and it is logical to think that they would probably take some 
people out of their Army and put them in the factories, and on the 
farms. 

But they are also continuing to develop a maximum effort. That 
is their nuclear weapons and their guided missiles and their sub- 
marines and the like. ‘They are intensifying their economic drive. 

There are signs of encouraging developments in the sense that there 
are obviously rising pressures which force the Soviet rulers to promise 
their people better things. But so far there is nothing to demonstrate 
a substantial response to those rising demands. 


EFFECT OF DISCONTINUANCE OF PROGRAM 


I believe if we keep the pressure on and stick to the policies which 
have brought us safely thus far that we can have good hopes for the 
future. But if we tend to coll: apse at this point the result could be 
catastrophic. 

There are other countries, our allies, who are tending to wonder 
whether or not they could not relax their efforts because of the Soviet’s 
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new posture. ‘They are looking to us to see what we are going to do. 
We are looked upon as the strong member of the alliance, in a sense as 
you might put it, the toughest me smber of the alliance. 

If they think that we are cut ting down because of what the Soviet. 
has done, they will certainly do the same. At a moment when good 
prospects are in sight, if you would hold firm, the situation could ‘take 
a catastrophic turn. Therefore, Mr. Chairman, I urge that this com- 


mittee should fully appropriate whatever funds are authorized by 
the C ongress. 


Thank you. 

Chairman Haypren. Senator Ellender, do you want to ask some 
questions ? 

Senator E.tenper. Yes; I would like to. 

Senator McCarruy. I wonder if the Senator from Louisiana would 
vield to me for about 5 minutes. I would like to get some things on 
the record, if T could. 

Chairman Haypen. I thought that I would proceed by seniority on 
the committee in asking questions. 

Senator ELLtenper. Do you want to go ahead, Senator ? 

Senator McCarruy. No; go ahead. 

Senator Exienper. Mr. Dulles, what assurances have you from our 
allies in Western Europe that they are going to continue to be on our 
side and assist us ? 

I have noticed that the French are going to visit Russia, and that 
the Queen of England may go there and I do not think from what I 
can understand, that things are too stable there. I have been reading 
quite a few articles that NATO is about to go to pieces and I believe 
because of that you are now, or have you, advocated that we start a new 
program as to NATO? Would you tell us something about that? 


EFFECT OF FRENCH VISITS TO MOSCOW 


Secretary Duties. Yes, sir. The French have visited Moscow and 
it is not a question of wether they are going to doit. They have done 
so. The result, I think, was to have the present government, which 
is Socialist in character, re: ste that there is no possibility of having 
a so-called common front with the Communist Party in France. In- 
stead of the visit improving the prospects of the Soviet policy in 
France, I think it has had a reverse effect. 

I have no reason to believe at all that the Queen of England is going 
to Moscow. I would be greatly surprised if that were the case. 

Senator Extenper. Well, the English, as I understand, are anxious 
to: renew trade with the Russians and deal as heretofore. Have you any 
information as to that, as to whether or not they have that intention ? 

Secretary Duties. We have had no suggestions whatsoever from 
the British as to altering the present COC OM list which bars strategic 
materials to the Soviet Union. 

I believe you asked me what assurances we have of the support of our 
allies. In my opinion, in this area, the principal assurance 1s to be 

gained not by any words that can be given, but by one’s estimate as to 
what} is the self- interest and the real beliefs of the people. Those are 
such, in my opinion, as permanently and solidly to identify our allies 
with the same cause with which we are identified. 
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Because they, like we, believe in freedom, the right of free speech 
and so forth, the exposures recently made by Khrushchev’s speech 
have shocked them all. This has exposed the fallacy of those so- 
called idealists who claimed that the Communist system was something 
better. While it is true that there are differences of opinion within 
our Government and as between our Government and other gov- 
ernments as to what is the proper balance today, that is required as 
between, you might say, local forces and strategic power and 
between the military and economic operations, those are normal! 
differences of opinion. They are no greater as between us and our 
allies and, I would say, pe ‘rhaps not as great as between the different 
elements of our own Government. I have no reason to think that 
there is going to be any serious divergence there. 


STRENGTHENING OF NATO 


In the case of NATO that you speak of, it is true that we believe 
that NATO should be made stronger—through its being a place where 
the polices of the members are more fully discussed and coordinated. 
We think that there is danger in a situation where, for example, 
the members of NATO might go off on independent policies in rela- 
tion to the Soviet Union, and we believe that things of that sort 
should be discussed around the table before anybody acts. We think 
also that, there should be common policies, if possi ible, arrived at to 
promote the unification of Germany and the liberation of the satellite 
countries and we believe NATO can be made a more powerful and 
influential organization than it now is and that is what we are 
planning to do. 

BRITISH SHIPMENTS TO RUSSIA 


Senator McCarriry. Would the Senator from Louisiana yield for 
just 10 seconds? I would like to call to his attention in connection 
with the answer that the Secretary made, wherein he said the British 
are not shipping any strategic materials to Russia, that Senator Me- 
Clellan testified in his committee that they had shipped 250 million 
pounds of copper, that the roads to the mines that developed the 
copper were paid for by us and the docks, and also that we are 
shipping aluminum and practically everything—I should not say 

“we,” but the British—and they are shipping practically everything 
that they need for the manufacture of jet planes. 

Senator ELLeENpeR. Mr. Secretary, are you personally acquainted as 
to the number of active divisions that we now have under the NATO 
Command in Western Europe / 

Secretary Duties. You are going to— 

Senator Exienprr. I mean outside of ourselves, we have six there, 
as I understand it, that are there and training every day. 
divisions, that you can recall right now, without 
“ands” ¢ 

Secretary Duties. You are going to have General Gruenther here. 

Senator ELLENpER. You are not familiar with that ? 

Secretary Dutxes. I have not the same degree of familiarity that 
General Gruenther has and, as long as he is going to testify, 
be silly for me to do so. 


y. How many 
any “ifs” and 


it would 
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Senator ELLenper. I am wondering what prompted you, sir, to ad- 
vocate doing something about NATO, veering away from the military 
and going to the economic? What. caused you to take that position, 
surf That is, after all we have done for Western Europe. , 

Secretary Duties. I have not said anything, Senator, to suggest 
veering away from the military to the economic. I have no idea what- 
soever of turning NATO into an economic agency, none whatever. 
Nor have I ever said anything to indicate that. — 

Senator ELLeNpER. Were you misquoted in the papers ? 

Secretary Duties. If that was attributed to me, it was a misquote. 


PROPOSED CHANGES IN NATO 


Senator ELLENpER. What changes have you advocated as to NATO? 

Secretary Duties. I have advocated—— 

Senator ELtenper. And what prompted them ? 

Secretary Duties. The changes that I described, that the NATO 
Council should be a place where we try to coordinate our political 
policies, particularly in relation to such problems as the relations of 
the Soviet Union, the unification of Germany, the liberation of the 
satellites, and problems of that sort. I have been prompted to do 
that because of the fact that the Soviet new look poses greater prob- 
lems in that respect than before. 

As long as the Soviet Union was relying upon violence as its method 
of gaining its way in the world, it was relatively simple and easy to 
create unity against it. 

Now they are using means that are more subtle and we need to have 
more effective means to meet that policy. I believe NATO can be 
made into a more potent political organ creating greater unity to meet 
these political problems than they have at the present time. 

Senator ELLenper. So that the changes that you are suggesting are 
what you are now saying, and economic aid of any kind to any of the 
NATO countries was not considered by you ? 

Secretary Duties. That is correct. 

Senator Ertenper. Now, Mr. Dulles, I do not want to take all of 
the time, but I would like to ask you a few questions in the light of 
unexpended balances, let us say, for Europe. In Europe we have 
delivered up to the moment, that is up to February 29, 1956, 
$9,181,320,000 of military assistance. We have an unexpended balance 
as of that date of $3,346,848,000. I notice that the proposed program 
for 1957 envisions $760,471. 

Now, in the light of the fact that we in this country, Mr. Dulles, 
have spent in excess of $6 billion to assist France in both military 
assistance and nonmilitary assistance, and in view of the fact that we 
have spent in the United Kingdom for military assistance and non- 
military assistance $4,349,409, and many more millions to other coun- 
tries in Western Europe, and in view of the fact that we are now 
spending or assuming 38 percent of the load or contractual obligations 
of the NATO countries, why should you come here and ask for more 
money in order to further assist those countries of Western Europe— 
when, in my humble judgment, they are well off as we are? 
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‘ 
ASSISTANCE TO BELGIUM 


You take the case of Belgium: it is a prosperous country; I have 
been to it several times, and so have you. To Belgium we delivered 
almost — of military assistance. They have an unexpended bal- 
wnce of ————. We have an unexpended balance in nonmilitary as- 
sistance of only $190,000, which makes a total of unexpended balances 
of ———. 

Now, the fact that this country is so over-burdened with taxes that 
our debt is so great, and that Belgium is so prosperous with its fine 
colony in Africa which I visited, how can you recommend this to 
appropriate more money for Belgium?’ Just as an instance. I am 
going to ask you throughout, but France is in the same situation. I 
have been there lately and you have too. I 
prosperity as you have in France. 
as you have in Great Britain. 

As to those countries you have for France ———— and ——— of 
unexpended dollars in the military assistance. There is a total of al- 
together, if nonmilitary, ————, making a total unexpended balance 
of over ——— dollars, 

(Statement off the record. ) 

Senator ELLENpER. How can you do that? What prompts you to 
do a thing like that? Do you take into consideration our own econ- 
omy, the effect that it is going to have on it ? 

Secretary Duties. I asked for it, Senator, because as a patriotic 
American I believe that in that way we get more security and more 
defense for our money than we can get in any other way. We are not 
giving away 

Senator ELLENpDER. Just a moment. 

Secretary Duties. I do not know whether I can finish my answer 
or not. 

Senator ELLENvER. Proceed. 

Secretary Duties. We are not giving away money to other coun- 
tries. What we are doing is to help to create a military establishment 
where it will do us the most good and where it will be strong enough 
to do us good. I do not want, myself, to see a situation where the 
United States has so deprived itself of defensive capacity outside the 
United States that the next war, if it comes, is going to be fought here 
at home. Now, if people want to have the next war fought here at 
home, with our enemies in possession of Western Europe, and with 
our enemies in possession of Asia, that is a point of view. But it is 
not a point of view which I hold, Senator. at 

Senator ELLenper. Mr. Dulles, I believe that I am just as patriotic 
as you are. 

Secretary Duties. I know you are. But I was just saying I was 
as patriotic as you are. 

Senator Extenper. It is my firm belief that you, as well as many 
other high officials on the Washington level are advocating a lot of 
this, I would say, because of propaganda, and I call it more or less 
propaganda, this cold-war propaganda that is going around this 
world. If we continue to spend as we are with allies as strong as we 
have made them, we are going to bring on our shores the very thing 
we are fighting against. Cannot you see that ? 





have never seen such 
I have never seen such prosperity 
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Secretary Duutes. I can see this, Senator: that if we do not spend 
the money this way, we will have to spend 3 or 4 times as much in 
other ways. 

Senator Eitenper. I can quote some language from you, Mr. Dulles, 
and from others on high level, when the Marshall aid plan was con- 
sidered, and when the Marshall aid plan was before us it was said: 
Make our allies strong and put them on their feet industrially,” and I 
have facts here to show that we have increased their industrial capacity 
greater than they have ever enjoyed before the war. , 

There is an average of 156 percent. And yet, we are carrying on 
the load, and in France, aside from the money that you are asking 
for us here, we are spending millions of dollars for new bases in 
England the same way, and in Spain we are going to spend almost 
$400 million for bases, and [ am just wondering why cannot we get 
our allies of the West to assist us in this endeavor. Why cannot some 
effort be made to do that before we are bled white? 

Secretary Duties. They are assisting us in that endeavor. 

Senator ELLeNper. I have a lot of questions. 

Chairman Haypen. I understand. 

Senator ELtenper. I want Mr. Dulles back here, if we cannot get 
through today. I have a lot that I would like to ask him, and T want 
to find out from Mr. Dulles if he knows what is going on in Korea, 
and if he knows what is going on in Formosa on certain expenditures 
that are being asked here. I may be able to get it out of Mr. Hollister, 
but I would like him to answer, because I do not think he is acquainted 
with it. 

Senator McCarrny. I would suggest that we give Senator Ellender 
all of the time he needs, because I think that he is the best authority 
in this that we have on the committee. 

Chairman Hayvpen. It is 11 o’clock and other members of the 
committee—— 

Senator ELtenper. You proceed, and we will get Mr. Dulles here 
some other time. 


REFUSAL TO SELL FOOD TO SATELLITE COUNTRIES 


Senator Younc. I have a few questions on another subject, Mr. 
Dulles. On a visit to Russia and some of the satellite countries last 
fall, I came to the conclusion that our policy of refusing to sell food 
particularly to the satellite countries had not paid off. I understand 
that Secretary Benson feels the same way, and that he would like 
to sell food at least to the satellite countries. What is the policy of 
the State Department in that respect 4 

( Discussion off the record.) 

Secretary Duuues. I believe that we have a great opportunity to 
take an economic offensive ourselves. Today, we are worrying about 
the economic offensive that the Soviet Union is taking against us, 
making offers in one place or another. I think we may wish to make 
an economic approach in terms of the satellite countries, and I believe 
that there are opportunities of doing so. 

(Discussion off the record.) 

Senator Youne. Hungary and some of the other countries have 
made requests to buy certain agricultural commodities from us in the 
last year or two, have they not ? 
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Secretary Duties. I do not think that there have been, or I am not 
aware of i formal requests of that kind. I think that the law would 
have to be changed a bit before we could respond to any such requests, 
but I believe that the amendment in that sense, in relation to the 
satellite countries of Europe only, and not in relation to the Soviet 
Union or Communist China, has been recommended by the House at 
least in an amendment to Public Law 480. 


CANADIAN SALES TO SATELLITE COUNTRIES 


Senator Young. Canada is selling almost unlimited amounts of 
food now to the satellite countries, is not that correct? They are try- 
ing to sell more. 5 

Secretary Duties. They have sold a certain amount of wheat, I 
think, to the Soviet Union, and I am not sure about the satellite 
countries. 

Senator Youna. I think they have sold to Hungary and some of the 
rest of them. I have been reading some of their publications and I 
find that they are trying to push these sales further. They are trying 
to increase them. 

Secretary Duties. Yes, they are. 


5-YEAR WHEAT PURCHASE CONTRACT WITH INDIA 


Senator Younc. Now, I have one other question and then I will 
wait until later to ask more questions. 

I understand that India would like to buy 100 million bushels of 
wheat a year for a 5-year period, along with some cotton and dairy 
commodities and some other foods. They are not interested in a 1- 
year deal, but they desire to enter into a 5-year contract. Is that 
correct ? 

Secretary Duties. I think they would be interested, yes. There 
were suggestions along that line that were put out when I was in India 
last March. They would like to build up reserve stocks to a very 
considerable extent. I believe that matter is being studied by Secre- 
tary Benson. 

(Discussion off the record.) 


PROPOSAL APPROVED BY DEPARTMENT OF AGRICULTURE 


Senator Younc. According to my information, the proposal by In- 
dia has been approved by the Department of Agriculture, by Secre- 
tary Benson, but it is now being held up in the Department of State. 
Would you tell me why it is being held up in the Department of 
State, or have you approved it ? 

Secretary Duties. I do not imagine it is being held up. It may 
be it is being studied, but I cannot imagine it was held up. 

Senator Youne. This proposal was made to my knowledge, and 
from a very good source, nearly 6 months ago. It would not take 6 
months to study a proposal of that kind, would it ? 

Secretary Duties. No. 

Senator Youna. What is being done about it? 

Secretary Dutzes. I will look into it. I cannot tell you—— 

Senator Youna. I wish that you would. 

79607—56——2 
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Secretary Dunies. I cannot tell you offhand. I know that we 
would be sympathetic to such a program. I imagine that there are 
questions about how it is paid for and things of that sort that could 
be studied. 

_ Senator Youne. It would seem to me that we could make a whole 
lot more friends in many parts of the world by making available to 
them some of our surplus food than we could by other means. 

I thank you. 


MILITARY PROGRAM FOR PAKISTAN 


Senator Ronerrson. Mr. Secretary, I want to ask you about Pak- 
istan. I know about their friendship for us and about their love for 
independence, and there is no doubt about the attitude of the Mo- 
hammedans against communism. There is some doubt that has been 
expressed to me about the ability of Pakistan to use ———— million in 
the coming year in its military program. I am for them if they can 
use it. Is that a careful military appraisal of what they can use or 
is that merely a maximum amount that you hope it will go up to? 

Secretary Duties. We worked out, or the military people did, a 
program I think about 2 years ago for the strengthening of the Pak- 
istan forces. There has been some delay in deliveries under that pro- 
gram. It has fallen behind schedule, and I know that they are mak- 
ing an effort to speed it up so as to catch up to the schedule during 
this coming year. 

The Pakistanis are a stalwart and to some extent martial people. 
[ think it is important to bear in mind their economic capacity to 

carry as heavy a military load as perhaps they would like to carry. 
I think it is our opinion that they can carry the load as it is now con- 


templated and I might say that if it looks like a good bit. was going 
in in a short period “of time, it is because there has been delay in the 
deliveries up to the present time. 


PAKISTAN ECONOMY 


Senator Rozertson. I am strong for them, but there is a great deal 
of illiteracy in Pakistan, and there is no heavy industry in Pakistan. 
They are subject to keen competition for their jute and carpets and 
what not. They have a terrific sales tax of 25 percent on their own 
people. I want to get a rug there, and I found out in addition to what 
the rug costs I have to pay 25 percent to get it out. I said, “Well, do 
you charge people that to take the rug out of the country?” ” They 
said, “We charge everybody.” They must be pretty hard up to do 
that. 

Secretary Duties. The economy is a poor economy, and there is a 
very real problem as to the extent of a military burden that they can 
carry. On the other hand, they are a very stalwart people. They 
were always the strongest military element in India before the division. 
The military strength of the old India was largely drawn from ele- 
ments which are now Pakistanian. They do provide what our military 
people judge to be a very essential element of strength in a critical part 
of the world. 

Senator Rosrertson. Mr. Chairman, I just want to ask one question 
about Yugoslavia, because I have a conference report this afternoon, 
and I am glad Senator Ellender has gone into detail, but I cannot be 
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here. I do have a little personal knowledge about Yugoslavia, and I 
have just been over there. I want to ask one or two questions about it. 


AMOUNT OF AID TO YUGOSLAVIA 


Did I understand you to say the people of Yugoslavia dia not know 
the amount of our aid ? 

Secretary DuLLEs . No. 

Senator Roserrson. What did you say on the subject? You said 
something that they did not know. I thought you meant the people 
of Yugoslavia did not know. How much has our aid amounted to 
already ? 

Senator ELienper. I have it here, Mr. Dulles, if you want it. 

Secretary Dutves. I said I think that I did not want to put on the 

record some of the reasons why we were giving this aid to Yugoslavia. 

Senator Rosertrson. If it is a state secret as to how much we have 
spent on Yugoslavia, somebody told me it amounted to ——— million. 

Senator ELLENDER. ———— million. 

Senator Roserrson. I have heard that — — million was military 
and nearly that much on economic. When I was in Yugoslavia, the re- 
porter for the biggest paper over there asked for an interview. I 
started with a friendly spirit of those I met. They were not friendly 
when the Soviet delegates in their parliament wanted to do something 
they voted against us, but personally they were friendly. I commended 
the rehabilitation, and I thought that was a good thing. Then I said 
that I was glad that we had a part in this to ‘the tune of $500 million. 
Do you think they would let a word ever be published ¢ Not one word 
of it. That is the reason why I ask why should it be a deep, dark 
secret. Why should it be a secret that we give Yugoslavia that money, 
and we are afraid to let our people know about it and afraid to let the 
people of Yugoslavia know about it ? 

We were challenged there. “We don’t want your aid because you 
are tying strings to it.” Well, I answered that, and I said, “Tying 
strings to it? Look what we have done in this communistic country 
where we are meeting today, $500 million. What strings did we tie?” 
“Only that we wanted you to continue to love your freedom and 
maintain your own independence. That is all of the strings we have 
tied to it.” 

Well, now, what is the fundamental reason that we can’t even let 
our own people know what we have spent over there, much less the 
people in Yugoslavia ? 

Secretary Duties. There is no reason, Senator, why we cannot let 
our people know what we spent. I did not suggest that there should 
be any. 

Senator Rosertson. How many divisions did Tito have? 

Secretary Duties. How many divisions? 

Senator Ropertson. Yes. 

Secretary Duties. I don’t know. 

FARMING IN YUGOSLAVIA 

Senator Rosertrson. I just traveled down from Trieste, that they 

took away from Italy, and then by boat down the Dalmatian co: st. 


Wherever I was on land, the soldiers were just roaming the streets, 
and in the villages and barracks and everywhere. I never saw any 
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country with as many soldiers in it. One of these days those boys 
will have to come out of the army and go to work. Now, don’t 
they have any heavy industry that can be dev eloped over there? 65 
percent of them are farmers. The average farm is only about 5 
acres. It is hilly and rocky in Montenegro. I haven’t been there, but 
there are mountains. All of that Dalmatian coast is rugged as can 
be, and the only good land up in Belgrade is around there. 

Assuming we can depend on Tito not to take a subordinate place 
to Russia, and not to be an office boy, is there any land deal that they 
could offer him there for instance from Italy right down to Trieste, 
the finest farming land in Italy, that he would become a coconqueror 
with them ? 

Secretary Duties. Become a what ? 

Senator Rorerrson. I don’t think that he would turn against us 
and be a satellite. He is too proud for that, and the people are inde- 
pendent. They will never take the communistic collective farm sys- 
tem because they love their farms, and that is one reason he had to 
split. He could not put that across. 

Secretary Duties. That is right. 

Senator Ropertson. It used to be that over 70 percent of them were 
carniers, and now it is 65 percent, but they don’t have much land. Is 
there any possibility that they could take him away on a land deal that 
you can contemplate? Is there any possibility that he could come in 
with them and they could give him more territory when the shooting 
was over?! 

Secretary Duties. Iam not quite clear. You mean give them more 
territory? Where? 

Senator Roserrson. I just mentioned that the farming area that 
joins them, all they have to do is they have one pole across the road, 
and you go down there farther and then you are in Yugoslavia, they 
don’t have much business with each other, but you leave fine farming 
land in Italy and go down into very rocky little pockets that they 
farm, places not much bigger than the committee room, and they do 
it with oxen and one would see a woman driving the oxen and the man 
holding the plow. It looks like a replica of the one Thomas Jefferson 
invented. 

The chairman says he does not want any more of this, so I will let 
this go. 

Senator ELienper. Mr. Chairman, may I have the privilege of put- 
ting that in the record, Senator Robertson asked for this information 
and I have it from the Department, so it might be well to put in the 
record what Yugoslavia has. 

(Discussion off the record.) 


NONMILITARY ASSISTANCE TO YUGOSLAVIA 


Senator ELLenper. Now, in nonmilitary assistance, we have given 
to Yugoslavia $354,570,000. U nexpended balance to March 31 is 
$31,402,000. The proposed program is $30 million. 

(Discussion off the record. ) 

Chairman Haypen. Up to date it might be said that that is cheap 
at the price. 

( Discussion off the record.) 
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Senator KNow.Lanp. I won’t take up very much time of the Secre- 
tary. I have been in the hearings of the Foreign Relations Committee, 
and I will have questions of General Gruenther , and perhaps other 
witnesses. 

Mr. Secretary, I thoroughly understand the importance of main- 
taining the collective defense system in the Far East, and the Middle 
riage and E Surope and you indicated what the diffic ulties would be 
for the free world if at this point we appeared to falter in this defense 
system, merely on the basis of the Kremlin smiles. 

[ can understand the need for some further economic aid to our 
allies perhaps in Europe, although I am inclined to agree with Senator 
Ellender that basically in Europe we have done right well by them, 
and I think the figures will show that they have h: ad a very mi: irked 
recovery. I would hope that Europe would be able to carry its own 
load, because I doubt very much whether a nation is worthy of 
sovereignty if they are not prepared to defend their own people in 
the event of ageression. 

In any event, I hope the days of grants are over, and that it should 
be more on the basis of loans, but even preferably to government 
loans I would hope that our policy would be to encourage private 
investment abroad. 


ENCOURAGEMENT OF PRIVATE INVESTMENT 


What has been the thinking of the Department, the executive 
branch, relative to getting out of the government. to government busi- 
ness on some of these grants and loans, and getting them into private 
investment fields that built our own country substantially. 

Secretary Dutxes. That is, Senator, very much our policy. Our 
economic assistance, as far as ¥ urope is concerned, I think, is sub- 
stantially limited at the present time to a certain amount to Spain. 
That is an adjunct of our base program in Spain. <A limited amount 
of economic aid to Yugoslavia, and a contribution to Berlin made be- 

cause it isa forward position, and we want to be in on that. 

With those exceptions, which are all quite minor, there is no pro- 
gram of economic aid to the E uropean countries. They are able to, 
and they are making a very substantial contribution to our common 
defense effort there, reflected by NATO. 

Senator Know.anp. Now, as far as countries we have discussed up 
to this point, they have all been associated with us in some of these 
defensive things. I assume if they live up to their obligations, we 
have some mutual obligations. 


POLICY TOWARD NEUTRALS 


Turning to the other category of countries, the neutrals, I can see 
where it would be far better under a good many circumstances where 
if you could hold a country at least to the free world or in the neutral 
orbit, it would be better than having it behind the Iron Curtain. We 
might want for that purpose to again encourage private investment 
or maybe go to some, I would again hope, loans, rather than grants, 
or the trading of certain of our agricultural or ether commodities for 
either local currency in some cases, or for strategic materials which 
they may have. 
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But a lot of these countries, even neutrals, are actually rich in 
resources, and I don’t see why necessarily they have to be treated as 
recipients of either handouts or grants from the United States. I think 
they ought to be encouraged, ‘and I think there will be more self- 

respect among those countries if they feel even on very generous terms 
of repayment over the years in strategic materials, a country like In- 
donesia certainly has the resources to pay its own way. They lack 
the technicians to develop those resources, perhaps, but I don’t think 
in the long run we do our relationships any good by getting on a basis 
of merely a giver and a recipient of resources. Has that matter been 
gone into by the executive branch ? 


LOANS FOR ECONOMIC ASSISTANCE 


Secretary Dunes. Yes; it has,Senator. Ishare very much the view 
that you express. I believe that the greater part of this economic as- 
sistance should be in terms of loans, even soft loans, as you put it, 
rather than in terms of grants. We are moving steadily forward in 
that direction. I believe that the present authorizing legislation gives 
further impetus in that direction. 

One of our problems is how soft can you make a loan? I have a 
feeling that we perhaps haven’t yet invented the best formula for 
making loans, and that some of them are a bit too rigid, because even 
if they have to be repaid in local currency, if the local currency in turn 

can be used to buy things which you take out of the country, it comes 
almost to the same thing: asa dollar loan. 

Senator Knownanp. That is why I think ee Young’s sugges- 
tion has some merit, that if we could by a 3-year basis arrange for 
them to purchase some wheat, even with India currency, and they felt 
they were paying for it, it would be better than shipping it to them as 
a grant, the same amount of wheat or agricultural commodities or 
other crops. 

Secretary Duties. I agree with that, and that is very definitely the 
trend. The trend is more and more toward supplying these things on 
what we call a soft loan basis, rather than upon a giveaway basis, and 
IT think that isa preferable way to do it. 

Senator KNow1Lanp. Now, there is only one thing that T hope to 
express as an individual opinion, on the part of the International Co- 
operation Administration, to keep in mind, and that is when we get 
these soft currencies, I have no particular objection, and it can be help- 
ful in the common effort or exchange of students or information serv- 
ices, and so on, to use some of this local currency, but I hope we will 
not foreclose ourselves, after all, it is still the American taxpayers’ dol- 
lars that went in there to start with, that we will not consider it some- 
thing to apologize for if we kind of insist that some of those local 
currencies be used for purposes which are beneficial to the United 
States. T think it is almost a guilt complex that has grown up in some 
quarters that we not only should make the original investment but when 
we accumulate local currencies that they should all be used again for 
the sole benefit of that particular country. 

That to me is not a_soft loan, nor a generous term of acceptance of 
soft currencies, if we can’t get any benefit out of it for the taxpayers 
and the people of the United States. 

IT hope that will be reviewed a little, because I do find what ap- 
pears to be a tendency in that regard in some quarters. 
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Secretary Duties. We are studying now, Senator Knowland, a plan 
whereby some of this currency could be put behind the American pri- 

vate capital, as a kind of equity representing the local currency needs, 
whereas the American private industry w ould put in the external re- 
quirements. We believe in that way we can promote the development 
of important projects in these countries, and at the same time promote 
our own free enterprise system in these areas under conditions that 
might be acceptable to the recipient countries. That is the project 


which I think we are studying pretty carefully at the present time. 
YUGOSLAVIA SITUATION 


Senator KNow.Lanp. There is only one additional question that I 
want to raise at this time, and it is one you and I have privately dis- 
cussed on several occasions, and I would be less than frank if I did 
not discuss it again in this committee, because I have raised it in the 
Foreign Relations Committee. That is, I still am, despite the explana- 
tion, very troubled on this Yugoslavia situation. It is not only as to 
the volume of funds that we have given now for a considerable period 
of years to Yugoslavia, but the fact that with the recent statements 
that Tito has made, I am frank to say I have not seen the full official 
text which I hope to get of some of those statements, and he may 
have been referring to World War II, when of course they and we 
too were associated with the Soviet Union—I am willing to admit 
that there is that possibility of connotation of his speech. Neverthe- 
less, when he says that they are going to stand shoulder to shoulder 
with them in peace and war, the connotation is also true that it might 
not only include the past wars, but it might melude the future. 

Now, I am not going to argue the point until I see the full text, 
and get all of my facts, but I find it very difficult in those cireum- 
stances to justify even though the Yugoslav people as people were 
hungry, I would certainly be prepared to help to feed them with no 
politic al strings attached. If it would be desirable to send some tech- 
a ‘al assistance to iron out some of these problems Senator Robertson 
has mentioned, I would not have any ee to seeing some tech- 
nical assistance being sent to them. I do find it is very difficult to 
justify in my own conscience and convictions the sending of additional 
military equipment to Yugoslavia. 

That is true for several reasons. One is that it does seem to me to 
give an argument to Mr. Toggliati in Italy, when he is campaigning 
in the next election to the Italian people to say “Now, look, it is not 
too dangerous for us to vote for communism, because here across the 
Adriatic is a Communist nation, and they maintain very pleasant 
relationships with the Soviet Union now, and they follow the same 
line in urging Communist Chinese admission to the United Nations, 
and yet the United States has not cut off either its economic aid, but 
more important its military aid and therefore what jeopardy is there 
to us in voting communism, because so long as we pretend to a degree 
of independence, the United States is still going to furnish us aid.” 


TITO’S TRIPS TO FAR EAST 


Now, I would have no particular objection, and I did not, although 
I was unhappy about it, of certain aid going to Yugoslavia as long 
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as Yugoslavia was actually maintaining neutrality. But we are clos- 
ing our eyes to a situation which I do not think any American can 
close his eyes to, the fact that Mr. Tito has been leaving the confines 
of Yugoslavia and he has been traveling out through India to the Far 
East and he has attempted to persuade Burma not to have any col- 
lective defense pact with us, and he has talked with nations which 
do belong to our collective defense systems to try to put them out from 
under it, and to me he is not being a neutral when he is doing that. 

Now, it may be purely coincidental that he is following the Commu- 
nist Soviet Kremlin line when he does it, but the fact of the matter 
is that he is doing it. Consequently, I think that he gets himself a 
little out of the neutralist category when he is doing that. 
Senator, I do not like it. 

Senator Tarr. I would like to press my wholehearted support with 
what the Senator from California stated, and my only reason for ask- 
ing if I might interrupt is that I would like a comment relative to 
what would be the Secretary’s answer, when Italy might say, “Well, 
look at how Yugoslavia is faring, regardless of that.” That phase 
would be important to have the Secretary’s comments. I am dis- 
turbed and perplexed as the Senator from California is, and he has 
just expressed his attitude and feeling. 

I would be interested in knowing what would be the Secretary’s 
answer to the Italian attitude under such a thing. 

Senator Knowranp. Or any other countries. 

Senator Tryrr. Yes, or any other countries that we are allied with. 
I think that that is very important, that we explore that in order to 
vet a sort of basic understanding of what is the State Department en- 
deavoring here to appraise the Yugoslav or Tito action. What will it 
do to other countries in Europe in their attitude toward communism 
in the future? 

Secretary Duties. I assume, Mr. Chairman, I will have a chance to 
go over my record in this respect, and I can talk here freely and elimi- 
nate from the official record what I think would be dangerous to our 
policies. 

(Discussion off the record.) 

Senator McCartnuy. Will the Senator yield ? 

Senator Knownanp. I have completed my inquiry. 

Senator McCarrny. Can I ask you a question ? 

(Statement off the record.) ; 

Now, I have before me a clipping which says, quoting Tito— 


As one 


Our friendship will endure forever with the Soviet Union. Nothing and no- 
body can disturb these relations and in the Soviet people and in the Yugoslav 
people there are sufficient forces to cut off the hands of any who dare to try. 

Well, now, in view of this great friendship to Communist Russia, 
how can you make the statements you do? Pardon me for inter- 
rupting. 

(Discussion off the record.) ' 

Senator McCartiy. I don’t like to be discourteous, but if I could 
ask one more question, Senator. 

Senator Know.anp. I am finished. ; 

Senator Hornanp. IT have been waiting all morning to reach me, and 
I believe I am the next one. I would like to ask a question or two, 

Chairman Haypen. I will recognize you now. 
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Senator McCarruy. Could I ask one question, Senator Holland, 
just this one, 

In what way on God’s earth is it going to help America to furnish 
military supplies to a Communist nation that has said, “We are allies 
of Soviet Russia” ? 

( Discussion off the record. ) 

Senator McCartiry. I will wait for my time. I am sorry I inter- 
rupted. 

ASWAN DAM SITUATION 


Senator Hotnanp. Mr. Chairman, I suspect every one of us is in- 
terested in some particular phase, and I am more interested in the sit- 
uation in the Egyptian, Greek, and Turkish area than any other. 
I wish there were time to allow a great many questions. There is 
not, so I am going to confine my questions, if 1 may, to the Aswan 
Dam situation. 

Mr. Secretary, I have read with considerable interest the various 
items found on pages 175, 176, 177, and 178 of volume 2 of your 
mutual security program estimates for fiscal 1957, particularly as they 
relate to the Aswan Dam situation. 

I note, for instance, the recital of the great importance of that high 
dam to Egypt’s economic development, and then I note these words, 
that in view of the high dam’s importance to Egypt, the United 
States offered to grant $54.6 million from fiscal 1956 development as- 
sistance funds. The United Kingdom promised to give Egypt 
$15.4 million for that purpose. 

(Statement off the record. ) 

Senator Hoxiianp. I find in no place there any statement as to 
whether there is a firm commitment by the United States to aid in the 
development of that dam. In other words, whether the offer has been 
accepted, or whether the construction is underway, and if so, what our 
future commitments are in that regard. 

Will you state for the record, please, just what the situation is? 

Secretary Duties. There is no commitment at the present time. 
The funds which were held for possible use in that respect have 
now lapsed in the present fiscal year, and have been appropriated 
to other purposes. 

Senator Honttanp. Now, the budget here seems to recite that $54.6 
million was earmarked, or was offered out of the fiscal 1956 funds, 
and it isstillavailable. Isthat correct ? 

Secretary Duties. No, sir, it is no longer correct. 

Senator HoLttanp. (Question off the record.) 

That refers to the year ahead. Are we to understand that the plans 
as existed at the time these budget estimates were made for the use 
of $54.6 million in funds out of Federal grants and out of our grants 
for Aswan Dam construction—that plan has failed, and it is no 
longer in existence ? 

Secretary Duties. That reservation of funds has been terminated, 
and there are no funds being reserved for the present fiscal year for 
the Aswan Dam purpose. 
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FUNDS PROMISED BY UNITED KINGDOM 


_ Senator Hottanp. Now, is it true also that the $15.4 million, which 
is supplementing our funds, was promised by the United Kingdom 
for that purpose, and that that also has lapsed? 

Secretary Dues. I can’t answer as to whether the item technically 
has lapsed or not, because I am not sufficiently familiar with the 
United Kingdom budgetary processes. However, I do not think that 
there is a present intention to hold that available. 


PRESENT STATUS OF ASWAN DAM OFFER 


Senator Hottanp. What is our present commitment, if any, our 
present offer, if any, relative to the construction of that Aswan Dam ? 

Secretary Duties. There is no commitment of any kind. We have 
been exploring the matter with the Egyptian Government and we 
made certain proposals to the Egyptian Government which have not 
been accepted. They made certain counterproposals to which we have 
not yet responded. The situation is at present in abeyance. 

There are a great many complications about that project and it 
may be that the Soviet Union will undertake it. 

Senator Hottanp. Mr. Chairman, I don’t like to press this point 
unduly, but I think the record should clearly show just what the 
situation is. Are we to understand in the first instance that the offer 
of $54.6 million out of 1956 funds has lapsed ? 

Secretary Duties. Yes, sir. 

Senator Hotianp. And those funds have been diverted elsewhere ? 

Secretary Duties. Yes, sir. 

Senator Hotnanp. Are we to understand that there is no present 
commitment of 1956 funds in any way, or present offer of 1956 funds 
for the construction of the Aswan Dam ? 

Secretary Duties. Yes, sir. 

Senator HotLanp. Are we to understand that in the current budget 
for general development, there is nothing to be devoted to the 
Aswan Dam / 

Secretary Duties. There is no present proposal for that. I could 
not say absolutely that there might not be some progress along that 
line. But the whole situation has become so complicated both in 
terms of Egyptian policy and the interest of other states which control 
some of the waters that I do not see any likelihood of any early utiliza- 
tion certainly of any United States funds for that purpose. It is pos- 
sible that the Soviet Union may move in. We will probably know 
more about that within the next few days. 


COUNTERPROPOSAL FROM EGYPT 


Senator Hotianp. Will you state for the record the counterproposal 
about the Aswan Dam which you have made to Egypt, and which has 
not yet been accepted ? 

Secretary Duties. Well, we have not made any counterproposal. 
The Egyptians have asked for certain commitments, principally that 
our commitment should be made more absolute than we contemplated, 
instead of it being contingent, and we do not feel disposed to accede to 
that request because there are contingencies that could arise that we 
believe should relieve us of any responsibility in the matter. 
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Senator Hottanp. The counterproposal has come from Egypt to us. 

Secretary Duties. That is right. 

Senator Honan. Would you state for the record, and if you are 
unable to state it now, is there any reason why you should not state for 
the record just exactly what the counterproposal of Egypt is so that 
the Congress may be advised ? 

Secretary Duties. Well, I could not state that fully without re- 
freshing my recollection, 

Senator Hotianp. I don’t want to impose upon any determination 
on your part that it is secret and should not be made available, but it 
seems to me that in a matter as vital as this, this committee at least, or 
the Senate at least, ought to be advised as to what the counterproposal 
is, and I think likewise that we should be advised that there will be 
no acceptance of any counterproposal or any contract made without 
further reference to this committee, because it is quite apparent now 
that the funds which were included in fiscal 1956 are no longer avail- 
able for that purpose. 

Secretary Duties. That is correct. 

Senator Hotianp. I think it is such a critical point that this com- 
mittee ought to have a chance to see it and pass upon it before there is 
any commitment of any sort made by our Government relative to the 
construction of the Aswan Dam. Do you agree with that? 

Secretary Dutxes. I think that is a reasonable suggestion, certainly, 
so far as would involve consideration by this committee. 

Senator Hotianp. Will you give that assurance to this committee 
at this time? 

Secretary Duties. I can’t give it at this time, Senator, because we 
are not alone in this project. The United Kingdom is also interested 
in it, and also the Bank for International Development is interested in 
it. But I will consult on this matter when I get back, and see what I 

can properly do, having regard to the fact that we do have partners. 

Senator Houtanp. I am extremely interested in having a definite 
assurance that we shall not be committed in any way to the construc- 
tion of the Aswan Dam without having a chance to know ahead of time 
that we are being committed and what the extent of our commitment 
is. Iam not one of those that wants to expose the hands of the State 
Department, but I think that we have a joint responsibility here which 
is very great, and we should have the right to see and pass upon any 
such program before it is handed in to us. That assurance I would 
like for the record after you have explored the matter, Mr. Secretary. 
You have no indisposition to give that ? 

Mr. Duties. None at all. But I merely recognize the fact that we 
have partners in this matter. 

Senator ELLENDER. Would you yield for one question ? 

Senator Hotianp. I apologize for having taken so long. 


USE OF EMERGENCY FUND 


Senator ELLENper. Will you tell us, Mr. Dulles, whether or not the 
three hundred-some-odd-million dollars that will be made available 
for the President to use wherever he desires, will be used for this pur- 
pose? Is there any intention of doing that? Let us know that, too, 
please. 
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Senator Horianp. I had that in mind in my question, that is, funds 
we are making available, no funds would he used without further 
reference to the committee. We have a joint responsibility here, and I 
understand the Secretary says he has no indisposition at all to grant 


that request. 
Secretary Duties. This isa very major operation, if it should go for- 


ward. I think that there should be very close cooperation between the 
Executive and the committees of Congress, the Foreign Relations Com- 
mittee and this committee and the comparable comunittees of the House, 
in anything of this magnitude. My disposition is entirely, Senator, to 
go along with that. 

Senator Hotianp. I have been called out and I did not have a chance 
to see you. 

LETTERS RELATING TO YUGOSLAVIA 

Senator McCarruy. Could I refer before Senator Thye—will you 
yield for about 10 seconds? I wonder if over the noon hour the 
Secretary would go over two letters, one of June 14 from Mr. Hollister, 
and one of June 13 from Mr. Dulles. T have been requested not to use 
these letters publicly. It has to do with aid to Yugoslavia. If you 
would go over those two letters before you appear this afternoon, and 
tell us what sections should be cut out from a security standpoint, I 
certainly will not put that in the record. I would like to put the 
balance of both letters in the record for the benefit of all of the Sena- 
tors on this committee, and for the benefit of the entire Senate. Could 
you do that over the noon hour ? 

Secretary Duties. Well, it is now 5 minutes after noon. Whether I 
will be free for the noon hour or not depends on the wishes of this 
committee. 

Senator McCarrny. Perhaps that is rushing you too much. I am 
sorry, but I would like to know just what part of these letters I must 
cut out before I can make them public because it has to do with my 
bill on Yugoslavia. I don’t want to put in the record anything that 
would affect the security of the country. I can see where it might 
affect the security of the State Department but I would like you to 
go over it and cut out the sections that you would like to cut out. 

I am sorry, Senator Thye. 


SITUATION IN INDIA 


Senator Tirye. Secretary Dulles, I am going to only direct: my 
questions to one country, and that is bee ase of its vastness in both 
territory and numbers of people, and that is India. I note here there 
is $80 million: $10 million of it is technical cooperation, and $70 mil- 
lion is developmental assistance. India professes to be neutral. In the 
years to come, if India’s vast manpower swung over into the Com- 
munist orbit, it would give that area and the Communist a tremendous 
manpower to sway or to develop, as well as resources. 

Therefore, the technical assistance in the development. assistance 
in India is a grave question to me. What is the program? What is 
being done in India in that field ? 

There are the 2 items here, $70 million for the development assist- 
ance, and $10 million technical cooperation. I realize that that falls 
over into another phase of your State Department activities, but you 
as Secretary of State have the overall policy to develop in order that 
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your entire functions be coordinated. That is what was intended 
when that foreign aid program was incorporated as a part of the State 
Department function. five | ral shots 

Secretary Dutixs. On page 39, I think, it gives some indication 
there, Senator, as to what is involved. The development assistance is 
$70 million, and the technical assistance $10 million. 

Now, that is not very illuminating as to the detail. 

Senator Tuyr. I could not get any satisfaction or any answer from 
what information was available in these reports. I do know that 
there is unexpended funds available also to India. 


PARTICIPATION IN 5-YEAR PLAN 


Secretary Duties. There is, I think, a considerable explanation in 
the succeeding pages here. That is pages 40 and 41. It is a participa- 
tion by the United States in the second 5- year plan of India. They 
just completed their first 5-year plan and this is a contribution toward 
the foreign exchange costs of their second 5-year plan. Of course, that 

second 5-year plan is of very great mi vgnitude and our share in it is rel- 
atively insignificant, although it is important because it provides for 
foreign exc hange which India is short of. 

It 1s to develop certain types of things in India, the development of 
which requires foreign exchange in the w ay of imports. I think that 
Mr. Hollister would be able to describe that; will you not? 

Mr. Houutster. I can this afternoon. 


ATTRACTING YOUTH OF INDIA TO WESTERN IDEAS 


Senator Ture. I know Mr. Hollister in due time will go into the 
general specific details, but I was more concerned with what was the 
overall general program for the oer relationships with India in our 
entire Middle East and Asiatic area development. Either we are 
going to be able to attract the youth of India toward this Western 
World, or otherwise that youth is going to drift toward the commu- 
nistic world. In the overall, I know that you could not be expected to 
know in detail, item by item, because no human being is capable of car- 
rying that much in mind. But the overall policy of what you have in 
mind for that area of the world in developing a program that would 
attract the youth of India to the Western World, rather than to let 
them drift to be finally attracted to the Communist orbit—that is the 
overall quest on what I thought probably you could give us some sort 
of a picture. I would not expect you to know the items, 

Secretary Duties. I will be glad to try to answer that, Senator. We 
agree with your premise that India represents the largest uncommitted 
area of Asia. The Communists have gotten control of China, and are 
turning to their advantage the prestige which China has long enjoyed 
in the East. India also has its prestige, and the 350 million people of 
India represent a very important stake for which the Communists are 
competing. 

NEUTRALISM OF INDIA 


The Indians have foreign policies that we do not approve of in all 
respects. They believe in practicing neutralism which we think under 
present world conditions is not a sound policy. But nevertheless, 
India under Nehru is'trying very hard, and I think with a reasonable 
chance of success, to avoid being absorbed into the Communist bloc. 
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He has taken a certain amount of assistance from the Soviet Com- 
munists, but he has also refused to take certain types of assistance 
which he felt would give the Communists somewhat of a strangle- 
hold on his country. He is fighting the Communists very hard in 
India. There are more Communists in jail in India than any other 
country in the world. There is a very sharp antagonism between the 
Government of India and the Communist Party in India. 

The Indians have now this second 5-year plan, having substantially 
completed the first 5-year plan. There are aspects of that plan which 
in some ways we don’t like, but we do believe it is a plan which is 
calculated to preserve the independence of India. While we would 
naturally believe that a participation by India in a system of collec- 
tive security is better both for India and for us rather than to seek to 
preserve that through neutralism, still they are trying to preserve 
their freedom from the Soviet world, and we believe that we are 
justified in making an appreciable contribution to that. 


PRESENT POLICY TOWARD INDIA 


We do not believe that neutralism should be assisted to the same 
degree that we assist countries who definitely aline themselves for 
collective defense. On the other hand, we think that since we are 
operating this program primarily for our own enlightened long-range 
interests, that a policy which tended to thrust India, with its vast 
manpower and potential resources and prestige, into the Soviet orbit 
would be a bad policy. So we are trying to steer a course which on 
the one hand will not seem to reward neutralism, and on the other 
hand will not push India into the Soviet Communist camp. We think 
that there is a fair chance that that policy will succeed. 


ATTENDANCE OF INDIAN YOUTH AT AMERICAN COLLEGES 


Senator Tre. Mr. Secretary, are you giving thought to the gen- 
eral plan of getting Indian youth into America, both into colleges 
and the Indian scientists into our colleges and universities in our 
endeavors to acquaint them with what America is, in order that they 
may go back and acquaint their own associates within that country 
of India that we are neither the warmongers nor are we the ruthless 
capitalistic type of system of government that the Soviet is con- 
stantly endeavoring to spread about America ? 

I think that in that field for the long-range future security of that 
which comes from an understanding of people, we might have an op- 
portunity. I just wonder what is the overall State Department policy 
in that respect. ww : 

Secretary Duties. Our policy is to encourage that; that is taking 
place to a very considerable extent. I do not have the precise figures 
here, but I can supply them. But there are very large numbers of 
students from India who are in the United States, and we encourage 
that, and we share your view that it is of the utmost importance that 
through interchange of students there should be a better realization In 
India of what we stand for. ; . ne 

Our policies are often grossly misrepresented in India, particularly 
by Communist propaganda. i 

“Senator Tuyr. That is all of the time I will take. 


Mr Pn 


ee ee 2 


ate 


tates «te 





: 
; 
; 


a eee 


MUTUAL SECURITY APPROPRIATIONS, 1957 29 


Chairman Haypen, There is a quorum call in the Senate, but if the 
members will be patient, we will be glad to have Senator McCarthy ask 
a few questions. I don’t want to stay here too long, though. 


LETTERS ON YUGOSLAVIA POLICY 


Senator McCarruy. Mr, Dulles, I would like first to question you 
about these two letters. I have been asked not to make them public. 
They explain why you think we should continue aid to Yugoslavia. 
One is by Mr. Hollister and one is by yourself. They appear to be, 
if I may say so, ridiculous beyond words. I ean find nothing in either 
one that has anything which would endanger our security. I don’t 
think that I should keep secret the reasons why you feel that Ameri- 
can money should go toa Communist country. ~~ 

However, before I publicly use them, I do want you to point out 
any phrase or any sentence that you think might endanger our security. 
Can you think offhand now in going over those letters of any par- 
ticular phrase that might endanger our security? I would like to 
make these letters available to the entire committee, you see. I can 
see no reason why I should not. They have been made available to the 
Foreign Relations Committee, and to the chairman. 

Secretary Dues. I see no reason, Senator, why they should not be 
made available to the committee. 

Senator McCarrny. To the entire committee. 

Secretary Duties. As far as going into their public record is con- 
cerned, I would think that since they are both letters written to Sena- 
tor George, that he should be consulted on the matter, but if he has no 
objection, I would have no objection. 

Senator McCarruy. In view of the fact that it involves my bill, 
unless there is something that endangers security in either of these 
letters, I should make them public. I may say in fairness to you that 
I assume you did not write this letter. I know how busy you are. 
and I don't think that you would write a letter as ridiculous as this 
one. In fact, 1 am sure you would not. 

Secretary Duties. Thank you. 

Senator McCarruy. Now, how long can we continue? I don't 
want to take up all of the time. There are three other Senators here 
who wish to inquire. 

Senator ELLeENper. I was in hopes the Secretary would come back, 
because I am not through. 

Chairman Haypen. I do not doubt but that if you kept the Secre- 
tary of State here for a week there still would be questions to ask. 
But on the other hand, we did fix a series of hearings where we could 
have his general views expressed, and we asked Mr. Hollister to 
appear, and we have General Gruenther to appear, and if we are 
going to take all of the time on the Secretary, I do not know when 
we will ever get through. I wanted to adjourn this committee and 
get these hearings over some time. I doubt particularly in view of 
the arugmentative nature of the questions, the questioner makes a 
long argument and asks Mr. Dulles whether he is right or not. That 
of course makes a long record, but it does not bring much information 
to the committee. 

Senator McCarruy. What I will do, Mr. Chairman, in view of the 
fact it is getting late, I don’t want to deny the other Senators the 
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right to ask questions by my taking up too much time, I am just going 
to ask lor 2 questions in regard to Yugoslavia. 

Mr. Secretary, don’t you honestly think, forgetting your official posi- 
tion now, that it is a serious mistake to give military aid to a country 
- that says, “We are alined with Russia permanently, and nothing will 
ever break our friendship” ? 

Secretary Duties. No, Senator, unless I believed, which I do not, 
that Y ugoslavia was prepared to aline itself militarily with the Soviet 
Union. 

(Statement off the record. ) 

Senator McCarrny. You think we should continue supplying aid 
to a Communist country ? 

Secretary Duties. Under these circumstances 

Senator McCarruy. You need not answer that unless you want to. 
I will not respect any confidence insofar as your answer goes. If you 
answer that, I will quote you, so you can refuse to answer if you 

care to. The question is, Do you think we should continue giving 
money to a Communist country to build them up militarily ? 

Secretary Dunes. I believe we should do so if that serves the inter- 
est of the United States, as I believe it does in this case. 

Senator McCarruy. You think it serves our interest to build up a 
Communist country ? 

Secretary Duties. I believe it serves our interest if a Communist 
country- (Statement off the record.)—recognizes the truth which 
is that its own independence is better s safeguarded by ties with the 
United States than by relying militarily upon the Soviet Union. 

Senator McCarrny. Now, in view of the fact that they were alined 
with Communist Russia, you don’t think that they fee] their interest is 
with us. They know that Communist Russia is our enemy. 

Mr. Chairman, I just have 1 or 2 questions, and I want to relinquish 
to the other Senators, even though I have a lot more than I would 
like to ask at some future time. 

Did you get that question ? 

Secretary Duties. No, Senator, I did not. 

Senator McCarruy. In view of the fact that Tito has said that 
he will be alined forever, and I am not quoting him verbatim, but 
that is the sense of his statement, with Communist Russia, how on 
God’s earth do you feel it will help us to build him up militarily and 
economically? Why should not we let him fall? Why should we 
build up a dictator ? 

Secretary Dutues. As you said, I think the quotation is not accurate. 

Senator McCarruy. Let me quote him accurately, if I may. He 
said: 

Our friendship will endure forever. Nothing and nobody can disturb these 


relations, and in the Soviet people and the Yugoslav people there are certain 
forces to cut off the hands of anyone who dares to try it. 





You can’t find a much stronger statement, can you, of friendship 
and aid to the Soviet Union in view of that? Iam just awfully curious 
to know why you feel we should build them up militarily ? 

Secretary Duties. Well, one answer, Senator, would be—(state- 
ment. off the record)—that this statement was in fact made not by 
Tito but by Bulganin in Leningrad on June 7. 
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Senator McCarrnuy. Mr. Chairman, I don’t think my question has 
been answered. I hope to have the opportunity to question the Sec- 
retary further at a future date. But I don’t want to take up the 
time of the other Senators. I think we are all getting hungry and 
we are to meet this afternon at 2 o’clock, and I think we had better 
adjourn. 

Secretary Duties. Mr. Chairman, may I say I regret I cannot be 
here this afternoon at 2 o'clock, because I have an engagement at that 
time with the French Foreign Minister, who is here. 

Chairman Haypen. Undoubtedly there will have to be future hear- 
ings in regard to this matter, because as we stand today, we don’t 
know ex: uctly what is to be authorized. Still we do know something 
of it. I thought in the light of that that if we could have a general dis- 
cussion with 3 you, and one from Mr. Hollister, and one from General 
Gruenther and one with others, at least a general picture, and then 
we could go into the details when we have the facts. That is the 
best we can do now. 

If that is agreeable, we will stand adjourned until 2 o’clock. 

( Thereupon : at 12:30 p. m., a recess was taken until 2 p. m., the same 
day.) 


AFTERNOON SESSION—2 P. M. 


STATEMENT OF HON. JOHN B. HOLLISTER, DIRECTOR, INTERNA- 
TIONAL COOPERATION ADMINISTRATION 


GENERAL STATEMENT 


The committee reconvened at 2 p. m., upon the expiration of the 
recess. 

Chairman Haypen. The committee will come to order. Mr. 
Hollister. 

Mr. Houuisrer. Mr. Chairman, I have a statement here of 24 pages. 
Of course, it is available to members of the committee. I think it would 
perhaps be a good idea for me to read it and then there will be questions 
on it. 

Chairman Haypen. All right, you may proceed. 

Mr. Hotuisrer. Mr. Chairman and members of the committee, I 
appear before you to support the President’s request for appropria- 
tions for the mutual security program in fiscal year 1957. 


PROGRAM VITAL TO DEFENSE EFFORT 


As the President has stated, in his message to the Congress, this 
program is a vital part of our national defense “effort and of the foreign 
policy of the United States. 

It is almost 1 year since my appointment as Director of the Interna- 
tional Cooperation Administration. During this time I have at- 
tempted to learn the problems which face this Nation throughout 
the world and our efforts to solve them effectively. 

I have visited every one of the Far Eastern countries and liave 
held and attended regional meetings in Kurope, the Near East and 
Africa, and Latin America, at which I have had a chance to talk 
personally with each one of my mission heads. 
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I have altogether been in 17 countries where we have programs. 
From these visits and meetings, and from the day-to-day experience 
of administering this complex, global program, I have gained know!- 
edge of the objectives and accomplishments of the program. 


FUNCTIONS OF THE DIRECTOR 


In this program, the Director of International Cooperation Ad- 
ministration has, by Executive order, two separate functions. Under 
the first of these he is the head of ICA, a semiautonomous operating 
agency within the State Department, which is concerned with develop- 
ing and administering the nonmilitary aspects of the program. 

It does this through its planning and administrative staff in Wash- 
ington and several thousand field representatives throughout the 
world. 

In this work I receive policy guidance from the Secretary of State 
on all foreign policy matters. 

The second function of the Director, delegated to him specially by 
the Secretary of State, is to coordinate the entire mutual security pro- 
gram as to both its military and nonmilitary aspects. 


OUR BASIC POLICY ON MUTUAL SECURITY 


This whole program, in both its military and nonmilitary aspects, 
is directed toward maint: Lining the security of the United States. Be- 

‘ause we seek the cooperation of most of the free world in accomplish- 
ing our objectives, our effort is “a mutual security program” in a very 
real sense. 

When we plan the program, we must obviously take into account the 
political, economic, and military situation of all the countries with 
which we have dealings. We attempt to develop a balanced program 
designed to accomplish our objectives. 

The program is an integrated whole, designed to meet a single basic 
problem. There has been careful coordination of views and policies 
affecting the program among the interested executive agencies, espe- 
cially the Department of State and of Defense and ICA 


PURPOSES OF THE PROGRAM 


The threat to world peace and security presented by the efforts of 
the Communists to achieve world domination has been for nearly a 
decade the principal problem confronting this Nation and the rest 
of the free world. The mutual security program has been developed 
to meet this challenge and to build up the stability and independence 
of the free world. Certain fundamental principles have guided the 
development and conduct of the program. 

1. The United States in its own interest must help maintain the de- 
fense of the free world. 

There is no evidence that the Communist goals have changed. We 

‘annot safely interpret the recent Soviet emphasis on economic penetra- 
ilies as an abandonment of a policy of military aggression. The Com- 
munists continue to build up military forces and resources in many 
parts of the world. They are making great advances in the develop- 
ment of modern weapons. The free world must continue its world- 
wide defense efforts. 
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The affirmative economic assistance included in the mutual se- 
cur = program is more important than ever. 

The Soviet economic efforts must be taken seriously. This Nation 
must, therefore, continue to develop, along constructive lines, well- 
thought-out programs of economic assistance to the nations of the free 
world. It is important that our aid be soundly devised to meet the 
needs and to make use of the capabilities of each recipient nation. 

3. We must be able to move quickly and effectively and with extreme 
flexibility in rendering assistance. Particularly in the Near East and 
Asia, rapidly changing conditions in a volatile and tense area, make it 
essential that this Nation be in a position to take advantage quickly of 
opportunities to achieve our long-run objectives. 


THE PROGRAM PROPOSED FOR FISCAL YEAR 1957 


The President, in his message to the cererem eae new appro- 
priations of $4.86 billion for the next fise al ye The authorization 
bill passed by the House cut this figure by tious $1. 1 billion and pro- 
posed military assistance appropriations of $2 billion and a nonmili- 
tary program of about $1.75 billion. 

T he Senate Foreign Relations Committee has set an aggregate figure 
of $2.6 billion for military assistance and of $1.765 billion for non- 
militar y assistance. 

The larger part of this nonmilitary program directly or indirectly 
supports military efforts important to the security of this country. 

The Department of Defense will administer the military assistance 
funds. The funds for defense support, development assistance, and 
technical cooperation will be handled by the International Coopera- 
tion Administration. 


MILITARY ASSISTANCE 


Military assistance consists of weapons, equipment, training, spare 
parts, and maintenance. It also now includes what was formerly 
called “direct forces support,” which involves the furnishing of con- 
sumable supplies, services, commodities, et cetera, directly to the mili- 
tary forces of our allies. 

Substantially all of the material and services in this category are 


purchased with dollars outside the recipient country. 
DEFENSE SUPPORT 


Defense support is economic or nonmilitary assistance—with the ex- 
ception of technical cooperation—furnished to certain countries re- 
celving military aid from the United States. 

Defense support includes assistance to projects and activities, civil- 
ian in character, which, nevertheless, directly support the military 
program of the recipient country. 

Examples of this type of assistance are highways, ports, and com- 
munications. 

Defense support also includes more general economic aid, including 
budgetary support, which helps the country to maintain its agreed 
force levels without serious economic or politic: al consequences w which 
might threaten its stability or independence. This type of assistance, 
while primarily intended as a support to the defense effort, makes pos- 
sible progress toward higher living standards by helping to strengthen 
the recipient country’s internal economic and political structure. 
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DEVELOPMENT ASSISTANCE 


Development assistance is the economic assistance, other than tech- 
nical cooperation, which the United States provides to countries where 
there is no military assistance program. 

It is in the interest of the free world security and stability that free 
world nations with whom we do not have military agreements continue 
to remain independent. 

Development assistance is proposed in those cases where it is be- 
lieved that such assistance will help to preserve that independence and 
to achieve the goals of the legislation. 


TECHNICAL COOPERATION 


Technical cooperation consists of the sharing of technical knowledge 
and skills with other free countries. Pursuant to agreements between 
the United States and the individual “host” country involved, bilateral 
technical cooperation is arranged. Similar programs, in which the 
United States participates, are conducted by the United Nations, the 
European Productivity Administration, and the Organization of 
American States. 

7 hnical cooperation may involve : 

Furnishing technicians and experts from the United States or 
di free nations who will serve in host countries to help local efforts 
at developing technical resources for economic and social develop- 
ment; 

2. Supporting these technicians by supplies and equipment from the 
United States for demonstration purposes ; and 

3. Bringing foreign nationals to the United States and other coun- 
tries for training or advanced study. 

Much of this technical exchange program is carried on through con- 
tracts with American universities under which technicians and special- 
ists are supplied. All of it is done on a joint and cooperative basis with 
the host country. 


FUNCTIONAL DISTRIBUTION OF APPROPRIATIONS 


A comparison of the functional distribution of the appropriations 
for fiscal year 1956 and the requested appropriations for the coming 
fiscal year—chart I—indicates that a substantial increase was requested 
by the President for militar y assistance. 

(Chart I referred to appears on p. 93.) 


INCREASED FUNDS FOR MILITARY ASSISTANCE 


You can see what the 1956 appropriations were and what requests 
for the 1957 appropriations are. You see the matters of development 
assistance, Asian development fund, President’s contingency fund, 
technical cooperation, and “other” are very much the same as for the 
coming year. 

Defense support is smaller relatively than was last year and the 
bigger increase is in ap propriation to the military assistance for 
the coming year as against the military assistance appropriated 
last year, which makes essenti: lly the difference between the total of 
last year’s appropriation and that which we are asking for this year. 
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REASON FOR INCREASE 


Simply stated, the reason for this increase is that in each of the last 
two fiscal years, ‘milit: wy assistance expenditures have run about $1.2 
billion to $1.4 billion above appropriations. 

The program was maintained at a satisfactory level only at the ex- 
pense of a backlog built up by prior year appropriations. “That back- 
log must now be built up again, if expenditur es in future years are to go 
on uninterrupted to meet continuing and recurring requirements. 

The total appropriation requested by the President for nonmilitar y 
programs is only approximately one-tenth above the appropriations 
made for fiscal year 1956. 


COMPARISON OF LEVELS OF ASSISTANCE 


A comparison of the levels of assistance in each category of assistance 
as between last year’s appropriations and the President’s requests for 
fiscal year 1957—chart I]—is also useful. The relative insignificance 
of the increase in economic programs is even more apparent here as the 
funds are seen distributed in their respective categories. 

(Chart IT referred to appears on p. 94.) 


INCREASE IN DEFENSE SUPPORT 


Here we have in this bar chart, where you see the Asian development 
fund, defense support with an increase of a small amount. Develop- 
ment assistance is practically the same. Technical cooperation is 
practically the same. The others changed in a minor way. 

The big increase you see is in the military assistance figure. 


NO INCREASE IN RATE OF DELIVERIES 


Chairman Haypen. Let me understand. It means that as far as the 
appropriations are concerned, the military assistance increased but 
the rate at which deliveries are made remains about what it was before. 

Mr. Hotuistrer. The expenditures have been running almost level 
and because of the fact that the expenditures have been for 2 years 
very much larger than the appropriations, the blacklog in the military 
field has run down. 

I have a good chart a little later that will show that graphically, 
or I could bring it up now if you would rather have it. 

Chairman Haypren. You may proceed, but I just wanted to make 
it clear that so far as the amount of actual money paid out, it is not 
contemplated that more will be paid out in the next fiscal year than 
in the present fiscal year. 

Mr. Hotuisrer. A little more, we think. It depends a little bit 
on the military. 

As far as our program is concerned, it is very much the same. 
When I say “our program,” I talk about the one that I operate and 
administer. 

When it comes to the precise military expenditures, that is in the 
hands of the operating people who are the military. They are ex- 
pecting to spend at a much faster rate next year than this year. They 
expect the pipeline to be eliminated on a faster basis than it has been 
the last year or so. They will be here, of course, to give you all 
that detail. 

Chairman Haypen. Surely. 
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HOUSE AND SENATE COMMITTEE ACTION ON AUTHORIZATION 


Mr. Hotuister. The program proposed by the President has been 
modified by the House in the authorization bill, H. R. 11356, in the fol- 
lowing principal respects: 

1. The amount of appropriations to be authorized for military assist- 
ance has been reduced by $1 billion. 

Although Senate action is not complete, it is hoped that this reduc- 
tion will be restored in major part, in accordance with the figure set 
by the Senate Foreign Relations Committee. 

2. The authorizations for development assistance in the Near East, 
Africa, and Asia, have been mer ged into a single development assist- 
ance fund to which has been added the fund for Asian development 
and the President’s proposal of a Middle East fund. I shall refer 
to these special funds later. The House bill reduces the aggregate 
of the merged funds from $343 million to $248 million. The Senate 
Foreign Relations Committee has recommended action more nearly 
7 with the President’s recommendation. 

Development assistance for Latin American countries has been 
dealt with in the House bill as defense support and has been increased 
by $10 million above the President’s request. 

4. Various undesirable restrictions have been imposed upon the 
use of the new merged development assistance fund, but the House 
wisely provided that it should be available for 4 years—until June 
30, 1960. The Senate Foreign Relations Committee has recommended 
deletion of the most undesirable restriction. 


EFFECT OF HOUSE AMENDMENTS 


My next chart—chart I1I—shows in graphic form the effect of 
the House amendments. It cut down the military assistance from $3 
billion to $2 billion. 

(Chart ITI referred to appears on p. 95.) 

It changed defense support slightly by transferring what was ordi- 
narily considered development assistance to defense support. That 
correspondingly reduced the development assistance here, and also 
under House action one of these funds was eliminated and they were 
all combined into one. 

Technical cooperation they left the same. 

All the other things they left the same except a minor change they 
made in a special contribution to the FAO. That shows the difference 
between the bill as presented and the way the House acted, in rough 
terms. 


UNEXPENDED BALANCE 


Representatives of the Department of Defense who work directly 
with the fiscal aspects of the military assistance program will give 
you in detail the status of past appropriations and the unexpended 
balances anticipated at the end of fiscal year 1956. I will speak on 
this subject briefly. 
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Our best estimates as of today are that the balance of unexpended 
military assistance appropriations on June 30, 1956, will be about 
$5 billion. This estimated balance, if reached, will represent a de- 
cline in the 2-year period since June 30, 1954, of about $2.7 billion. It 
will be a little more than 2 years of military assistance expenditures 
at the average rate for the fiscal years 1955 and 1956. 

_ Mr. Chairman, this is what you asked me about a few minutes ago. 
Iam giving you a summary of it. 

It appears that approximately $195 million of this balance will be 
unobligated at the end of fiscal year 1956. Of this, we ask reappro- 
priation of about $165 million. 

We expect that the unexpended balance of nonmilitary programs at 
the end of the present fiscal year will be $1.8 billion, which is $100 
million lower than at the end of June 1955 and approximately one- 
half billion dollars below June 1954. This is equal to about 1 year’s 
expenditure at the rate now prevailing. 

Now, I think I had better show you the chart, chart IV. This 
shows you, I think, very clearly how expenditures affect unexpended 
appropriations with the appropriation factor considered. 

(Chart IV referred to appears on p. 96.) 


PRESENT LEVEL OF EXPENDITURES 


You see, in the military side the appropriations were up higher 
in 1950 to 1952; they went down very sharply and for 2 years have 
been only about a billion dollars, and the expenditures which went up 
very sharply here, come down and are in this neighborhood now, but 
they are still very much higher than the appropriations. 

So the big unexpended balances on hand have come down sharply 
as you have spent more for 2 or 3 years than was appropriated. 

So we are asking for the coming year an increase in the appro- 
priation so at the end of the year you will have a balance equivalent 
to about 2 years of operations. That is on the military side. 


NON MILITARY EXPENDITURES 


When you come to the nonmilitary side you see how the thing flattens 
out. We come down from a high annual appropriation back here, 
to a fairly flat figure along here under which expenditures and appro- 
priations run practically the same and about a year’s money is on 
hand at the end of the year in order to continue operations. 

I pointed this out, about a year’s spread time, or lead time, in the 
nonmilitary picture, whereas in the military side you need a lead time 
of about 2 years because of the planning that has to go into items 
which take a certain length of time to be ordered, manufactured and 
delivered, which in the military side is about twice as long as it is 
on the economic side. 

I think those charts are very helpful in seeing why expenditures and 
appropriations so necessarily go along, if you have over a period of 
time reduced your appropriations below what your rate of expendi- 
ture is. 

CONTRIBUTION TO NATO 


Senator DworsuaK. Do those military expenditures include our 
contribution to NATO? 
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Mr. Houutsrer. Yes. In fact, it is a great part of it. 

Chairman Haypen. Now, if we had not departed from the old sys- 
tem of contract authority, which you were familiar with when you 
were in the House, the balances would not be as large ? 

Mr. Houuisrrer. That is true, each year you would have to appro- 
priate to satisfy the contractual situation. 

Chairman Haypen. That, I think, is what caused so much confusion 
in the public mind. 

Mr. Houutster. That may well be. Of course, another thing is that 
today you have no-year funds in the Department of Defense. 

In this, you see, we haven’t the no-year funds. The military must 
obligate or reserve their money before the year is out in which it is 
appropriated, otherwise it reverts to the Treasury unless the Congress 
sees fit to carry it over. 

Senator Drrxsen. Mr. Hollister, let us pursue that a little more. 
On the 30th of June, of this year, you will have an unexpended 
balance of roughly $5,100 million. 

Mr. Houiister. On the military side, that is right. 

Senator Dirksen. Your estimated expenditures on the military side 
for this fiscal year ending June 30, is $2.2 billion. 

Mr. Houuister. That is right. It may run a little less than that. 

Senator Dirksen. So your unexpended balances at the end of this 
fiscal year would be roughly a little more than twice what you may 
have expended for military this year ? 

Mr. Houutster. That is right. 


ESTIMATED 1957 EXPENDITURES 


Senator Dirksen. You estimate your expenditures in 1957 at $2.5 
billion ? 

Mr. Hoxuister. Yes, sir. 

Senator Dirksen. And at the end of fiscal 1957 you estimate your 
expended balance at $5.5 billion, in round figures ? 

Mr. Houutstrr. Yes, sir. 

Senator Dirksen. So you will have roughly an unexpended balance 
at the end of the next fiscal year 

Mr. Horuisrer. Of a little over 2 years. 

Senator Dirksen. Yes, and $500 million over June 30. 


NEW WEAPONS 


Mr. Hoxuisrer. The reason why it is somewhat over what you might 
expect on a 2-year basis is the fact that there is a substantial element of 
new weapons in the $3 billion which the military will tell you about. 

General Gruenther can give you that whole picture. There are 
new weapons in the picture which are something additional to the 
continuation of the program which had been carried on in the past. 


EFFECT OF NOT PROVIDING FUNDS FOR 1957 


Senator Dirksen. On the basis of these figures that appear in the 
books, if this program were cut off on the 30th of June 1957, and we 
knew now that this program would be cut off, if we did not appro- 
priate a single dollar for 1957 you would still have enough money to 
go on for 2 years on the basis of your unexpended balances ? 
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Mr. Hotutster. On the basis of approved programs in the past. 

Senator Dirksen. That is right. 

Mr. Horuisrer. Simply tapering it out. 

Senator Dirksen. Yes. 

Mr. Houuister. Then the whole thing would stop. If you ome 
have money coming through the pipeline for 2 years, or 1 year, you 
would have no business then at all. 

Senator Dirksen. I want to anchor this fact, that if we determine, 
for instance, that all this was to come to an end on the 30th of June 
1957, you would still have enough money to make a level expenditure 
for a 2-year period out of your unexpet mg balances ? 

Mr. Hotxisrer. How level it would be, I don’t know. The chances 
are that as the thing developed some would be higher, some would be 
lower. Some would be finished up in perhaps a year; some might 
run 214, 3 years, depending on how you got the deliveries, what the 
needs of the country were, because the programs obviously are shifting 
somewhat. 

But your idea is roughly as you suggested. 


CONTRACT 





AUTHORITY BASIS 


Senator Dirksen. Now, the reason for setting up that predicate is 
sunply this: What objection is there to going back to the old contract 
authority basis? The Budget Bureau seems to favor it. When Ad- 
miral Radford testified at ler igth last year he favored it. He felt it 
gave them greater flexibility and what they needed then was only the 
necessary fund for expenditures in a fiscal year plus contract author- 
ity to go ahead and make whatever procurement the program calls 
for and then have Congress at some subsequent time appropriate 
against the obligations that had been incurred. 

Mr. Hoxtister. Senator, I think the milit: ary people had probably 
better tell you what their feeling is about that because I would not 
know all the answers. I think I “might know some of them. 

There is a pro and con. One thing I can see in that offhand is that 
under the present arrangement the foreign side of this military pro- 
gram does not contract ‘directly with the contractors. If they have 
certain items which they are going to put into the pipeline for delivery 
to foreign countries they have this system of reservation under which 
they put an order in with one of the services. 

A tank, we will say, for Pakistan, that tank will be ordered by the 
military assistance people from the Army and it will be reserved. 
And the Army will have earmarked a tank to be delivered ultimately 
into that program for Pakistan. 

Now, that tank may be 1 of 150 that the Army wants. ‘The Army 
may put in a contract to buy that tank. It may let the tank program 
trail off by getting deliveries against these reservations and then put 
in an order later. 

Perhaps the situation may change so there is a new type of tank they 
prefer to get as a substitute. 

That sounds a little complicated. I would rather have the people 
gi 3 mmr for it tell you in more detail. That is one of the reasons 
why I am sure, at least on one side of the argument, as to how the 
thing should be handled. 
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USE OF CONTRACT AUTHORITY IN NONMILITARY PROGRAM 


Chairman Haypren. How would contract authority work with re- 
spect to your own appropriations, the nonmilitary ? 

Mr. Houuisrer. With our own appr opriations, we don’t have that 
problem. A1l we have at the end of the year is enough to operate the 
coming year. —_ give us money this year and we will have that all 
obligated next yea 

So we are scanty ‘much current. We have enough authority at the 
end of the year to go ahead and run our coming year and that is all. 

So we don’t have that problem. 

On the nonmilitary side we have no problem at all at this time. 
We have to have obviously, enough unexpended to keep our programs 
going, spending or obligating our new money. We keep the thing 
going along that way. 


POSSIBILITY OF 2-YEAR APPROPRIATIONS 


I am inclined to think that some day if this continues it might be a 
good idea to make perhaps 2-year appropriations, and we don’t have to 
go through the same mac shiner vy each year. 

sut we do not ask for that this year. We asked in the House and 
the House gave us authority to have at least 25 percent of our funds 
on a 15-month basis on the theory that it makes us push too fast in the 
kind of programs we are in to have to obligate everything by the end 
of the year and 80 percent within 10 months. 

Under the present law, you see, we can only obligate 20 percent in 
the last 2 months of the year. I think that is pushing too fast because 
of the fact that you have to do all your planning in the fall and 
then when it is time to obligate, you have contracts to be made halfway 
around the world, sometimes with countries that do not understand 
our requirement, do not understand the requirement we make to be 
sure that our money is carefully spent, and to push everybody in 
getting their contract made so fast in order not to have the money 
revert to the Treasury I think is a mistake. 


FUNDS ON 15-MONTH BASIS 


So we did ask that 25 percent of the money in this 1957 program 
be put on a 15-month basis, giving us until the first of October, 3 
more months, to obligate some of it. 

Chairman Haypen. You may proceed with your statement. 

Senator Ennenver. Mr. Hollister, in regard to unexpended balances 
that you were talking about, I notice here in the foreign military aid for 
Asia as of March 31, 1956, you had an unexpended balance of 
$1,545,065,000. 

Mr. Hotuister. That would be March 31, you see. 

Senator ELtenper. March 31 of this year? 

Mr. Hornister. Yes, sir. That is one of the difficulties that I have 
been pointing out. The last 3 or 4 months of the year we will commit 
that very fast. 

Senator Ex:enper. Why should it be the last 3 or 4 months? 

Mr. Hotisrer. Because if you don’t have the money you can’t make 
commitments. 
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OBLIGATING PROCEDURE 


Senator ELLeENpER. Why can you not do it before that? Why do 
you carry such big balances and have them obligated within the last 
90 days before the fiscal year end? 

Mr. Hottister. I will try to explain to you, Senator. I think im- 
provements can be made and I have orders out to do what can pos- 
sibly be done. 

But under the law we cannot make any obligations until the money 
is appropriated. If the money is not appropriated—here it is the 
middle of June. The money is not appropriated until the middle of 
the month, we can’t do any obligating. Now, to obligate, we want 
to obligate against something. 

Senator ELLenper. Have you not gone to a lot of trouble to find 
some places to obligate when you get to Taiwan and South Korea? 
You do not have the projects? 

Mr. Ho.xuister. I wish you could sit at my desk, Senator, and see 
how many times I say “No” every day. The pressure on me to obligate 
and grant a great deal more than is in the program is quite severe, I 
can assure you. I am not very popular with the people who like to 
spend money. 

PROJECTS IN SOUTH KOREA 


Senator Ex:ienper. I have here, for instance, South Korea. We 
have built five pharmaceutical houses there, establishments to make 
medicine. They are owned by the Government, operated by the Gov- 
ernment. 

We have built flour mills, owned by the government, operated by the 
government. 


We have built starch factories, owned by the Government, operated 
by the Government. 

How can you be for such projects as that ? 

(The following was submitted subsequently :) 


KOREA 


AID TO PHARMACEUTICAL, FLOUR, AND STARCH PRODUCTION 


Question (Senator Ellender) 
“Have we not built 5 pharmaceutical houses, flour mills, and 4 starch 


factories in Korea, which are now all owned and operated by the Government?” 
(Transcript, p. 103.) 


Answer 


1. Pharmaceutical houses.—ICA has financed a small amount of machinery 
and equipment imports for five pharmaceutical plants. These plants, however, 
are'‘all privately owned and operated, and the imports are paid for in local cur- 
rency. No authorizations have been approved for plants to be operated by the 
Korean Government. 

2. Flour mills.—ICA also has provided funds for the importation of machinery 
to be used for three privately owned and operated flour mills. Increased local 
demand for wheat flour has encouraged an expansion of domestic production. 

3. Aid to starch factories.—In fiscal year 1955, ICA financed a small amount 
of machinery and equipment imports needed to rehabilitate and modernize four 
starch factories, all privately owned and operated. Starch is an essential basic 
material used for the sizing of textiles, which is Korea’s largest manufacturing 
industry. The raw materials used to manufacture starch are locally grown and 
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expanded domestic production is expected to result in a substantial saving of 
foreign exchange currently required for imports of starch and its derivatives. 

Mr. Houuisrer. You are asking about some specific project, all of 
which was put into operation long before I took over. 

Senator ELtenper. Are you for projects of this character ? 

Mr. Houuister. I am for projects which in the economy of the 
particular country we think will help that country develop its own 
resources so that it will get on its feet sooner. 

Senator ELLenDER. This, remember, is owned by the government, 
operated by the government. 


PROJECTS IN FORMOSA 


Take in Formosa, we have contributed to 410 new projects out there. 
I got the information from your own people. They have built a big 
glass factory out there. 

Mr. Hoxtistrer. If my people gave the information, I hope it is 
correct. You talk about 410 projects. You will find that all of them 
are not of any great size. 

Senator ELLENpeR. I know, but what we do to those people is fur- 
nish half the money to some Chinaman from the mainland and say, 

“We will put up half the money if you put up half the money.’ 


SOCIALISTIC NATURE OF PROJECTS 


I found this glass factory when I reported to you—I think we met 
in Tokyo—and_ I discusssed it with you, but the point is that with 
such projects as this, to my way of thinking, you are practicing 
soci: a as sure as I am talking to you. 

(The tollenten was submitted later :) 


FAR EAST 
GOVERNMENT OWNERSHIP OF INDUSTRY 


Statements (Senator Ellender) 

“This, remember, is owned by the government, operated by the government. 
Take in Formosa, we have contributed to 410 new projects. * * They have 
built a big glass factory out there. * * * I found this glass factory when I 
reported to you and I discussed it with you, but the point is that with such 
projects as this, to my way of thinking, you are practicing socialism as sure as 
I am talking to you. (Transcript, pp. 104-105.) 

Comments 

1. The glass factory.—It is correct that we have given dollar and local cur- 
rency assistance to this glass factory. It is not, however, government-owned and 
operated. It is privately owned and operated, and the assistance provided 
through the Chinese Government is repaid in local currency, 

Are we practicing socialism ?— 

(a) ICA is giving aid to certain projects owned and operated by governments, 
particularly for large undertakings such as fertilizer factories, and for electric 
power, railways, and large irrigation projects. Private investors do not have 
sufficient capital nor the management experience to handle large projects of 
this kind. Generally it is safer, under such conditions, to put our investment 
into projects handled by the Government. 

(bo) A number of measures are being taken to encourage foreign private invest- 
ment. We also are giving a great deal of our aid for capital projects through 
the governments to local private investors. For example, in Korea, except for 
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large projects such as power, railways, and fertilizer factories, the great ma- 
jority of capital projects aided are in private hands. The flour mills, pharmaceu- 
tical plants and starch factories, stated to be government-owned, acttally are 
privately owned and operated. The situation is similar in Formosa, In the 
Philippines, all our assistance to industry is given through an Industrial Develop- 
ment Center, established by the Philippine Government entirely for the purpose 
of encouraging Philippine private investment in small- and medium-size industry. 

(c) Also illustrating the trend away from government ownership is what is 
happening in Korea with respect to the former Japanese properties turned over 
to Korea at the end of World War II. As of March 1, 1956, 2,369 of these 
business and industrial enterprises had been disposed of to private interests 
out of an original 2,707 units. According to recent estimates, all will be sold 
by the end of fiscal year 1957. The last of 12 cotton textile mills was sold in 
August 1955, to make that industry 100 percent privately owned. 


PLANTS OPERATED BY GOVERN MENTS 








Mr. Hottisrer. You are right in that we are helping governments 
to operate governmental plants, which is a form of socialism. The 
only answer I can make to that is, first, 1 don’t want to discuss the 
individual project because that was before my time. I tried to and am 
cutting down on the capital expenditures going into manufacturing 
plants. 

I want to go on and say that in the countries where we do this kind 
of thing, the « only way in which we can get these plants going, and you 
know Korea—you have been to Korea—is through government opera- 
tion. We are doing our best everywhere we can, of course, to get 
American capital in. 

Now, I would think there would be many dangers in using American 
money to lend to foreigners in those fields. I think it is safer to have it 
operate through governments. 

What we are trying to do in these countries is get the economy going 
as fast as we can and back up the big armies they have in the ‘field. 

The only reason we are doing what we are doing in Korea and other 
countries 1s because they have hundreds of thousands of soldiers ready 
to fight. We would rather have them fight over there than over here. 

Senator Exrenper. I was on the front and stood there to watch our 
own boys. We have several divisions there, as you know. 

Mr. Hottisrer. Still in Korea. 





OCCUPATION OF KOREAN FRONT LINES 


Senator Ex.enper. Still in Korea. We are occupying 1414 miles 
of the line where the attack is going to be made if it is made at all. 

I think the British have 2,100 feet to defend. And the British are 
the only ones that are furnishing their own ammunition and food. 
We are furnishing everything for ever ybodly else. 

Mr. Hotiisrer. That is correct. If we didn’t furnish them, the 
soldiers would not be there. 

Senator Extenper. In the light of the fact that the British, the 
French, the Australians, the New Zealanders and others are just as 
interested in keeping that as we are, why do they not come in and 
help them ? 

Mr. Honuister. Senator, I am afraid that is a question you will have 
to ask them. 
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Senator EL.enper. I know, but you are a good American. Have you 
ever suggested it to anybody ? Take, for instance, in all of southeast 
Asia, you are going to spend millions of dollars. 

Mr. Hotusrer. I thought you were talking about the ammunition 
and every thing that is being supplied to the Korean Army. 

Senator E:tenper. That is right. Not only that, but southeastern 
Asia. 

Mr. Ho uuisrer. You are talking about the troops in the line in Korea. 
There are a few Turks there. They have a few Thailanders there. 

Senator Ex:enver. We are clothing them and feeding them? 

Mr. Hotuistrer. They are supposed | to pay for that themselves. 

Senator E:xenper. I understand they are not 

Mr. Hotuister. You mean they are not going to pay us? 

Senator ELLenper. Of course not. 

Mr. Houuister. Theoretically they pay for that. 

Senator ELLtenper. How? 

Mr. Hoxutster. There are some charges on the books, but I think 
you had better talk to the military people about that. 


COST OF KOREAN WAR EFFORT 


You are correct in that the total cost, almost the total cost of the 
whole Korean war effort is met by this country. It is frightening, 
it is perfectly enormous, it amounts to the total cost of keeping our 
own troops. there, of supporting the Korean Army, of giving Korea 
the economic aid that we give them, of some $300 million. 

It comes to almost a billion dollars a year. It is a shocking amount. 

Senator Ettenper. It is more than that. 

Mr. Hoututster. That is about it. 

Senator Ettenpvrr. You mean to keep our soldiers there, too? How 
about all of the airfields we are maintaining, all the roads, the rail- 
roads ? 

Mr. Hoxitster. I am not talking about capital expenditures, sir. 

Senator Exttenper. That is what I am talking about. All those 
expenditures are being made there at our expense. 

Mr. Hotutster. I don’t believe there is much military airfield devel- 
opment in Korea. 

Senator Eirtenper. The Port of Pusan is being—— 

Mr. Hoxuisrer. I will get you the details on it. I agree it costs a lot 
of money. The only alternative is to pull out of Korea. It is like 
being out on the end of a limb. You have a bear crawling out on the 
limb and you have a hundred foot drop to the ground. You have 
several alternatives. You can drop and break your neck: you can 
craw] back on the limb and tangle with the bear; you can sit there and 
hope the bear will lose interest and you can climb down the tree. 

While you are on that limb, what you are doing there is a very 
difficult thing to say. Do we pull out of South Korea and allow the 
North Koreans to come charging down ? 

Senator E.ttenper. You would be willing to do that and proceed 
with those expenditures and raising our debt to the point it is unbear- 
able and where we are now protecting the British at Hongkong—you 
know that—and they are not putting one single solid dime in south- 
east Asia. 

Mr. Houuistrer. We were discussing Korea 
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Senator ELtenper. I mean the whole of southeast Asia; that is the 

same thing. 

What I am saying to you about South Korea appertains to Formosa, 
Vietnam, Laos, C ambodia. ‘Chere is not one single solitary dollar 
from Thailand on up. 

Mr. Houutster. Somebody has put some in it. 

Senator ELLenper. Name them to me. 

Mr. Houuisrer. The United Nations. 

Senator ELtenpER. We are putting up 65 percent of that. 

Mr. Houuster. Fifty percent in the United Nations technical assis- 
tance. 

Senator Exxenper. I am talking about this aid we are talking about 
right now where United Nations came there to try to work out a pro- 
gram, but we Americans found it so slow we said “No, we will quit 
you; we will take it over.” 


LIST OF PROGRAM PROJECTS 


That is why you are building all of these plants that I found out in 
Korea. Before you leave the stand, I would like to have a list, if you 
will, of the projects that you expect to start, or support with this huge 
sum that you are asking for. 

Mr. Hotxister. For the coming year? 

Senator ELtenper. Yes; for nonmilitary assistance. Let us take 
Korea. 

Mr. Hotuister. Well, we will get it for you for Korea and get it for 
any country you want to the extent we have it planned and we have it 
pretty well planned now. 

Senator ELLenper. In Korea we have for unexpended balances in 
the military assistance program, $346,636,000. We have unexpended 
in the nonmilitary $305,500,000. 

Mr. Hotuistrer. You are talking about March 31. 

Senator ELLENDER. Yes, sir. 

Mr. Hotuister. You will find the figures are substantially changed 
now. 

Senator Ettenper. I would like the record to show what this money 
has been spent for and what it has been obligated for. 

Mr. Houuister. I will get everything you want, but you have asked 
me for several things. 

You want to know first what we were going to use the money we 
are asking for for in 1957 in the way of capital expenditures? 

Senator ELLenper. Right. 

(The information requested follows :) 


KOREA 
PROJECT COMPOSITION OF FiscAL YEAR PROGRAM 


Questions (Senator Ellender) 


“A. What are the projects which you expect to start or support with the funds 
proposed for fiscal year 1957?” (Transcript, p. 110.) 

“B. What capital expenditures will be undertaken with the requested funds?” 
(Transcript, p. 111.) 


Answer 


The individual projects to be financed from the funds requested for fiscal year 
1957 are listed in the volume showing distribution by projects (yellow cover) 
of the ICA congressional presentation. 
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The following tabulation provides essentially the same information, reorgan- 
ized to indicate which of the proposed projects are for capital improvement. 
The commodities which it is planned to purchase with nonproject funds are also 
shown. 


I. Summary 
Millions 
Defense support_- iti es ee $300. 0 
For direct dollar costs of DS projects_- 
For imports of saleable commodities________~ 
These commodities are required to control inflation and 
<cenerate local currency to meet budgetary requirements for 
military forces support and reconstruction projects. (Ap- 
proximately $47 million of the total is currently planned 
for imports of sec. 402 surplus agricultural commodities. ) 
Technical cooperation.__._........._.. 
To expand or improve vocational, profesional and teacher training ; 
agricultural credit and extension; fiscal administration; and engi- 
neering advisory service. 


Total nonmilitary aid ; - = en 7 305. 5 


II. Detail 


Thousands 
A. Defense support projects ; ee _. $93, 565 


Capital improvement___- 59, 457 


Manufacturing industries = : atl 22, 715 


Small industrial enterprises ‘ bei a 9, 000 

Cement plant expansion___ ; alc 4, 000 

Coustic gode plant.....<.......-.- : ss 2, 000 

Urea fertilizer plant Bo sh 3, 000 

Paper plant aie 1, 000 

Chemical plant rehabi Bi . 1,000 
1 


Metal working plant__ = Lkoiacet . DOO 
Sulphuric acid plant ‘ 900 
Technical support 315 


Transportation system______-____- * d ‘ 235 


Railway rehabilitation and new construction 3, 100 
Expansion of rolling stock___-__- ; : 5, 200 
Railway maintenance and repair_____.____--___-_ 000 
Rehabilitation of roads and bridges____- 800 
Harbor rehabilitation_______~_ ; ; 400 
Airport improvements_-__- abies 385 
Technical support__-__-_- i sais 350 


Rehabilitation of power generating, transmission and dis- 
tribution facilities___ ; ee ee >, 400 
Mining and mineral facilities development and exploration_ 4, 000 
Rehabilitation of urban telecommunications systems_____ 500 
Food, fiber, and forest production 3, SRD 


Rehabilitation of irrigation systems ae 2, 015 
Flood control improvements : : 300 
Cooperative warehousing . ae ‘ 915 
Forest development materials__._..________ eee 415 
Rehabilitation of sericulture facilities___.____- ; 175 
Fishing fleet improvements_________ aa 2, B55 
Improvement of fish processing and marketing facilities_ 95 
Commercial grain grading and testing station__ 
‘Technical support (agriculture) 


General and miscellaneous 
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II. Detaili—Continued 





Thousands 
Other defense support activities $34, 108 








Railway fuel_- : 15, 000 
Housing rehabilit: ition BUR OEsis <ccctecang sa ite 5, 000 










Health and sanitation______-_ it fore $, 150 
Rehabilitation and constr uction of W ater facil- 
ities. ..... - ; : - $1, 185 
Rehabilitation of instructional and _ public 
health facilities__ EE, ocak mea 750 
ree GETING i PO aa as ae ed i ae 2, 000 
Technical support _——- ee 215 
Construction and re habilitation of educational facilities___ 2, 870 
Refugee resettlement_____ a a aa wk lg el ie 500 
AFAK (Armed Forces assistance ) —~-~_- 2 tetaeeslanchigiancee ess scat 2, 000 
Rehabilitation of agricultural research and extension facili- 
ties__ ; enka Jeltieelt Pe aeee 465 
Rehabilit: ition of public buildings poked 5 ees ee 1, 000 
Other_ Sa a ial ida ee ae pega 3, 123 









B. Defense support, nonproject assistance (salable commodities) : 
Food and agricultural commodities: 


I I i ie he ie tn sees ees th oe ee 7, 000 
CURSO  OTOIE.. oao ccna ska aia Maa aa at 5, 000 
es sy es a sg Wir ac Si Ann atc em 32, 000 
oo | alae debian ena te ee 57, 000 

i ed hate te hiatal aisha aa el ee ne 2, 000 







Total food and agricultural commodities 


Industrial commodities : 
CC SI i a cs ccecstssiiain tt ts giana aoe aia 18, 000 
Raw materials and semifinished products ile ae a 59, 885 
Machinery and vehicles 7,810 


mn este dothidea aes api acace 5, 600 
















Tota) industrial COMM IOB is oink eo sitimiiniicaunewae 94,295 












Total nonproject assistance (salables)_—__- Stine 206, 435 


oe 









wea ala ea i atenioecs sna aah usiapcairae tial iia 5, 500 


©. Technical cooperation 








Improvement of industrial efficiency and techniques____________ 2, 580 







COROTAL CRAINOCGPING SOPVICOE. 6.5 ooo cies cetmisnneduasce 780 
BCU RPI SIRI Dh OIE NII i cetliere eescndcscshcitn cannot to linia ia Me ee et ee 3 

WORT SOMNIA Sc MCI CNIOR an an k —eerts eiensaen nubs ahcseaithkteie aetcttaeactalle 1, 300 
Training and advisory services in business administration__ 200 






Food, fiber, and forest development ae Sa ae oo 900 








Agricultural extension and training__.__._._..__________ 495 
Demonstration and training in land and water resources 

TEGO is sca ticts settee deotidn ee 200 
Advisory services for cooperatives__........___.__________ 175 
Other __ 





Si in AN a cts pele nara ad nce cc ae 100 






Improvement of transportation system___ 455 









Diesel operations training 


RIPORNG - ORONI RON CHURN nn ee 150 
CEVid: Galt nn en ee ee 75 


OCNOT 65520: 


79607—56- -—4 
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II. Detaili—Continued 
©. Technical cooperation—Continued 


Thousands 
Improvement of government operations___-__~ exe a $455 


Pinea) edvinowy--morrieetin 2 oe 60 
oe 


Advisory services for public administration institute 12 
Particlipeers Git TPATIee RIG. Le 2 on nsdn cena 


Advanced education 

Labor — I gi eect er tr cate 
Health and s 

Public | 


ALLOCATION OF UNEXPENDED BALANCES 


Mr. Houuister. You would also like to know what the money 
appropriated for 1956 has been allocated to? 

Senator Evtenper. No; what are the unexpended balances? 

Mr. Hoxuister. The trouble with that is that you get in a lot of 
complicated things. The unexpended balances could go 2 years back. 
I was out there. You probably saw it. There is a fine new power- 
plant that has gone into operation, that was started 2 years ago. 

So an unexpended balance on that is pretty hard to allocate against 
a particular year. 

(The information requested follows :) 


KOREA 
COMPOSITION OF ESTIMATED UNEXPENDED BALANCES AS OF JUNE 30, 1956 


Question (Senator Ellender) 

“What are the unexpended balances in the Korea program obligated for?” 
(Transcript, p. 112.) 

Answer 

According to the latest ICA estimate, approximately $338.5 million of pre- 
viously obligated defense support funds will be unexpended on June 30, 1956. 
The projects and commodities for which these unexpended funds have been 
obligated are listed in the tabulation attached. 

In addition, it is estimated that approximately $4.6 million of technical coop- 
eration funds will be unexpended as of June 30, 1956, The slow rate of expendi- 
ture during fiscal year 1956 is explained by the fact that this was essentially a 
new program and consequently was not fully developed until the second half of 
the year. The projects for which $5 million of fiscal year 1956 funds were obli- 

gated are essentially the same as those planned for fiscal year 1957, which are 
listed in the volume showing distribution by projects (yellow cover) of the ICA 
congressional presentation. No separate tabulation, therefore, is provided for 
fiscal year 1956. 


Composition of estimated unexpended balance as of June 30, 1956—Defense 


support program 


[Millions of United States dollars} 
Project or commodity for which funds are obligated Amount unexpended 

A. Project assistance: 
ASTICHICEIS Gi DATTA) TOOT COE os icc eek ce cdecnenienndne 


_ 


Fisheries development__ 
Irrigation and flood control 
Forestry development 
Other 


Counc 
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Composition of estimated unexpended balance as of June 30, 1956—Defense 
support program—Continued 


Project or commodity for which funds are obligated Amount unexpended 
A. Project assistance—Continued 
Industry and mining 


First fertilizer plant__ 

Second fertilizer plant 

Straw pulp plant 

Hydroelectric dam rehabilitation 

Rehabilitation of overall transmission lines_______._._._.__-_-_-~- 
Thermal powerplant 

Hwachon (hydro) powerplant___ 

POL power barge 

Telephone plant rehabilitation : 

Telecommunications cable and lines_......__._____-..-_-_-__..- 
Small industrial enterprises- 

UMN: RUIN: CUO i ics, eccxsesee nahn tapenade rs apn acca 


<aidbeshicclataieieineuaseaiaeamaleia ta __ 12. 
Transportation —~_--_ 


Korean National Railways (KNR) rolling stock 
KNR logistic support 

Railroad construction 

Port and harbor rehabilitation 
Telecommunications_____________ 

Technical 


Health and sanitation____ 


Were ong semtery TACMIUOR. 2 ec cok ee So 
Hospital construction 

Waterworks rehabilitation 

Other 


Education (Seoul National University) 
Public administration 


Fire-control facilities___._____ 
Bo) |, a a a ; 
Refugee resettlement 

Armed Forces assistance (AFAK) 
Civilian relief (CRIK) 


TOE US < TEE Tin sn ci scestetig cece dca SAE isomers aes 


Procurement from Army stockpile 
Technical support 
GOT atiitideeac 


Total, project assistance_____ 


B. Nonproject assistance (salable commodities) : 
Food and agricultural products_________________ saa i ce a 

el a Ee eae a 

Wheat and barley 

Sugar 





50 MUTUAL SECURITY APPROPRIATIONS, 1957 


Composition of estimated unexpended balance as of June 30, 1956—Defense 
support program—Continued 


Project or commodity for which funds are obligated Amount unerpended 
Bb. Nonproject assistance (salable commodities )—Continued 
Industrial raw materials and semifinished products_ 


Fertilizer__- 
Rubber___- e 
Coal iB i ee, 
Pulp and paper-_. 
Kixplosives_- 
Chemicals — 

Plastics 

Pesticides —_ seni 
Metals and minerals 
Laimber —__- — 
Cement__-—- 

Flat glass 

Rayon yarn_- 
Worsted yarn __-___- 


Petroleum products (POL)- 
Machinery and vehicles 


Industrial machinery-—-- 

Iron and steel shapes___— -~-_- 
Electrical, scientific apparatus 
Generators and motors 

Other 


Miscellaneous- 


Medical supplies 
Tires and tubes_- 
MAO ain sei ie ; emacs 
Other a acai 


Total, nonproject assistance 


Grand total, defense support program 


PAYMENT FOR ELECTRICITY 


Senator EtLtenper. Did you find there about the three plants- 

Mr. Horutsrer. One particular plant IT remember because I went to 
it. 

Senator ELLENDER. [I went to three of them where we are putting up 
all the money and it is owned by the Government. 

Mr. Honutster. That is right. 

Senator ELLENpER. The Government collects from us and the elec- 
tricity we use we buy from them. 

Mr. Honutsrer. | am not sure. 

Senator ELienper. Oh, yes. 

Mr. Hotaisrer, I will verify that. 

(The following statement was submitted :) 


KOREA 


REIMBURSEMENT FOR USE OF ELECTRICITY 


Question (Senator Bulender) 

“Do we pay the Korean Government for the electricity generated by a power- 
plant built with United States aid?” (Transcrip, p. 112.) 
fasirer 

At present, no mutual security funds, or local curreney generated therefrom, 
are being used to pay for the use of electricity in Korea. The United States 
Government expects to pay for electricity used by its Armed Forces and the Office 
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of the Economic Coordinator in the future, but is withholding payment until 
certain claims and counterclaims can be negotiated and an equitable basis for 
future payments established with the Korean Government. 

Viewed objectively, it would appear to be neither logical nor economically 
sound to expect the Korean Government to pay the cost of operating its power- 
plants without collecting appropriate charges for service from all users, even 
though the United States is helping to finance rehabilitation and new construction 
of these facilities. Any revenue lost through nonpayment for power provided by 
these plants would tend to continue the power industry’s heavy operating deficit— 
one element accounting for the large overall deficit in the Korean budget necessi- 
tating heavy United States aid. 


INDUSTRIALIZATION PROGRAM 


Senator ELLENpER. We put up the plant and we buy electricity from 
them. 

Mr. Hourtster. If we didn’t buy the electricity it would probably 
cost us the same amount. We would have to put it back in the economy 
solne other way. 

Senator Exienper. Oh, yes. I guess what you are trying to do there 
and in Formosa is to try to balance industr Vv with agric ulture when you 
have nothing to work with. That is the great trouble in Formosa 
today. 

Mr. Honuisrer. You mean trying to industralize too fast ? 

Senator ELLENDER. Not too fast: there is nothing to work with. In 
Formosa you have over 200 technicians employed there. people in your 
department, trying to find ways and means to balance industry with 

ericulture. 

I talked to Chiang Kai-shek and Chiang informed me that food pro 
duction on Formosa has never been what it is today. That he could 


easily take care from the food produced there the entire population on 
Formosa and he could feed at least a third of the 600,000 soldiers that 
are there to fight in the event of war. 

Notwithstanding that admission from Chiang, we are going on with 
this great big program here for this year of over $806 million. 

(The following was submitted later :) 


FAR EAST 
CA Arp To “BALANCE INDUSTRY WitrH AGRICULTURE” 
Statements (Senator Ellender) 

“In Formosa you have over 200 technicians employed there trying to find ways 
and means to balance industry with agriculture. * * * I hope you have chopped 
the number by two-thirds because they are not really needed. * * * There was 
nothing to work on because resources are very limited. * * * A lot of fellows 
are trying to spend all they can without taking into consideration the ability of 


the host country to operate the facilities after we erect them.” (Transcript, pp. 
118, 144, 156, 162, 163.) 


Comments 


1. 200 technicians balancing industry with agriculture.—According to a report 
by the ICA mission in Taipei, the number of United States program personnel 
on duty in Formosa on January 1, 1956, including both United States-employed 
and contract, was 117. Of these: 


42 were employed in industry ; 

16 were assigned to agriculture, including fisheries and forestry ; and 

59 were working in other fields, such as health, education, public administra- 
tion, mining and transportation. 


. Reasons for aid to industry in Taiwan (Formosa) and Korea.—(a) Our al- 
te rnativ es are either to continue year after year to supply the commodities these 
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countries need, which they themselves do not produce, or to help the country it- 
self to produce them. In Korea, as an example, we are helping to build two fer- 
tilizer factories. Korean farmers are accustomed to using large amounts of 
chemical fertilizer. The fiscal year 1956 program includes over $50 million to 
import those fertilizers. We believe it will be cheaper for the United States, in 
the long run, to help Korea build factories in which to manufacture a substantial 
part of what they need. 

(b) The practical effect of building up local production can be seen in what 
actually has happened in Taiwan (Formosa) over the past 4 years, where Gov- 
ernment revenues for the year 1956 are estimated at about 100 percent higher 
than revenues collected in 1952. This is largely because there now exists an 
enlarged tax base built up as the result of expanded production. Converted into 
United States dollars at comparable price levels, this means somewhere between 
$40 and $60 million additional money annually from Taiwan’s own resources 
available for defense and other expenditures. 

3. Natural resources.—While not rich in natural resources, Formosa possesses 
substantial deposits of coal, sulfur, and certain other minerals; it has sand, clay, 
and limestone for cement; and it is well suited to the production of sugarcane 
and tea on which industries are built. South Korea has some of these same 
resources, though generally the larger amounts of Korea’s natural resources lie 
in North Korea. Industrial development, however, does not depend entirely 
on the natural resources which the country itself possesses, as seen in the case 
of England and Japan. 

4. Ability of the host country to operate facilities.—It is not true that projects 
are undertaken without taking into consideration the ability of the host country 
to operate the facilities after they are built. Construction contracts generally in- 
clude provision for operation with training after erection, if required. Preproject 
studies include a study of the ability of the country to operate and manage the 
project. While standards of management and operation in countries of the Far 
East generally do not equal those of the United States, we do not aid a project 
unless we are satisfied that the country will be able to operate and manage it 
acceptably 


MILITARY EXPENDITURES ON FORMOSA 


Mr. Hotuister. You are talking about the military side now. 

Senator E,rtenper. That is the whole thing. 

Mr. Howuistrer. That is ammunition. We don’t want to get them 
mixed. I am not stating the figures wrong. We want to talk about 
what we are putting in that and not what we put in military. 

Senator ELienper. We have in Formosa at the moment up to March 
31, 1956, in military assistance, unexpended balance of ———— and the 
proposed program is for ———. 

Mr. Hortister. That is military. 


NON MILITARY UNEXPENDED BALANCES 


Senator ELttenper. Now, in your program of nonmilitary we have 
an unexpended balance of $145,569,000 unexpended and you are asking 
for fiscal year 1957, $89,400,000; is that correct ? 

Mr. Houutster. If that was correct on March 31, as I say, at the 
present time you would find that unexpended balance probably sub- 
stantially down. 

Senator ELtenper. Now, the proposed program, though, is for $89 
million ? 

Mr. Hottistrer. Yes. 

DAM PROJECT 


Senator E.tenper. Have you made up your mind as to whether or 
not you are going to contribute to the erection of this big dam that 
has been in the offing for some time? 
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Mr. Howuisrer. I could not tell you offhand. I might suggest on 
these individual countries if you get into the details of the program, 
1 would be glad to check anything. I can’t carry them all in my head. 

(The information requested follows :) 


CHINA (TAIWAN) 
Magor DAM PROJECT 


Question (Senator Ellender) 


“Is the United States contributing any funds for the building of a major dam 
in Taiwan?” (transcript, pp. 114-115). 


Answer 


1. United States assistance——Assuming Senator Ellender is referring to the 
Shihmen project, $4 million of defense support funds was provided in fiscal year 
1956 and $5 million is proposed for fiscal year 1957. 

2. Description of project.——It is a multipurpose dam located about 30 miles 
from Taipei. It will provide dependable water supply for irrigation and domestic 
use, flood control, badly needed electric power capacity, and employment during 
the construction period for retired servicemen as well as other Chinese civilians. 
About 5 years will be required for its completion. United States Bureau of 
Reclamation review, requested by ICA, found the project well planned, economi- 
eally justifiable, and financially feasible. 

3. Benefits of project—The United States Bureau of Reclamation estimates 
annual net benefits ranging from $4.7 million to $5.2 million. The project is of 
utmost importance in meeting the need for increased agricultural production as 
population increases, for greater electric power capacity, and for enhancing the 
prestige of the Chinese Government in Taiwan and abroad. 

4. Effect on rice exports.—Rice exports will not be affected by this project, 
because of increasing domestic requirements for rice to feed the rapidly increas- 
ing population. Rice exports currently are much below prewar levels, even 
though rice production is somewhat higher than before the war. Rice exports 
are expected to continue to decline. 

5. Total project costs —Estimated at about $16 million in direct dollar costs 
and the equivalent of about $36 million in local currency requirements. United 
States aid has been requested for financing of the dollar costs. The Chinese 
Government will meet the local currency costs out of funds accruing from install- 
ment payments made by tenant farmers purchasing land under the land-reform 
program. 


PROGRAM DETAILS 


Senator Extenper. I understand, but that is what we want in this 
committee before we vote on this. 

Mr. Hotuister. The way we proceed is to have our regional heads 
and all the men able to answer all the details about every program— 
I can’t immediately tell you, for instance, whether that particular 
dam is in that particular program. 

Senator ELLenper. Mr. Chairman, are we going to have people 
here to tell us about all the individual programs before the appropria- 
tion is made? 

Chairman Haypven. If you want them. 

Senator ELtenper. Mr. Hollister is not acquainted with the details 
and I would not expect him to be acquainted with the details. 

Mr. Hotuister. We will get you what you want. 


FUND FOR OLD SOLDIERS ON FORMOSA 


Senator Exxenper. When I was in Formosa there was agitation 


there to make us put up, I think it was 37 to 38 million dollars so as to 
create a fund for the protection of old soldiers. 
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Mr. Hotuister. That was Taiwan. 

Senator ELtenper. That is what I am talking about. 

Mr. Houuistrr. Yes; we are going ahead w ith that project for this 
reason 

Senator ELLENpER. You mean to tell me you are going to set up a 
sum in order to pay these retired soldiers ? 

Mr. Ho.utster. It is already being done. Not being to pay them, 
but to find some method to fit them in the economy of the country. 

We have as part of our policy supporting C hiang Kai-shek—that 
means that we have the cost of arming, training, so forth, of his army. 
Here is a beautiful island, which you have Deen to, which has an 
occupation army. 

Of course, it is a friendly army, but it means that a certain number 
of men are not integrated into the economy of the country. They are 
sitting there and they are doing nothing excepting getting ready to 
fight. 

As an army gets older, it becomes a less and less efficient fighting 
machine. So they have had to recruit to keep that army to strength. 
They have had to recruit from the young men of Taiwan. That means 
certain older people have to be put out of the army. 

Those men that go out of the army have no family, no connections 
whatsoever in Taiwan. They all came from the mainland. 

So there is a program underway— 

Senator ELLENDER. How much money do you have in this budget 
for that purpose ? 

Mr. Ho.uister. For next year, I will have to find out. I think it is 
a substantial sum. 

Senator ELLenper. Did you know that your own people there were 
against that? 

Mr. Hoxutster. I did not know that. 

Senator ELtenper. You check and find out. They were against it. 
And the China lobby came up here and convinced somebody on the 
Washington level and they changed the picture a little bit. 

I want you to check that. 

Mr. Hottister. I will be glad to. 

(The information requested follows:) 


CHINA (TAIWAN) 


RETIRED SERVICEMEN’S PROGRAM 


Questions (Senator Ellender) 
“A. How much is in the fiscal year 1957 Taiwan program for the assistance of 
former soldiers of the Government of Taiwan?” (Transcript, pp. 116-117.) 
“B. Did you know that your own people were against this and that the China 
lobby (Chinese technical mission) convinced somebody on the Washington level 
to approve it?” (Transcript, pp. 117-118, 136-137.) 


Answer to question A 


1. Fiseal year 1957 aid program.—Includes $6.9 million of dollar aid for con- 
struction and equipment of additional hospital facilities for the care of service- 
men released from active military duty by reason of disease, injury, or age; and 
for highway and flood-control projects utilizing able-bodied retired servicemen as 
the labor force, which are important to development of the local economy and 
to mobility of the military forces. 
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2. Purpose.—It is a Chinese Government program, endorsed by President 
Chiang Kai-shek and the United States military advisory group, to increase the 
combat efficiency of the Chinese armed forces by releasing approximately 80,000 
overaged and disabled personnel from active duty and replacing them with young 
recruits. It is not a program for a veterans’ administration in Taiwan. United 
States funds are not used to pay pensions or disability benefits. 

3. Timing.—The program was initiated in fiscal year 1955 and is to be largely 
completed by the end of fiscal year 1957, except for necessary continuing support 
thereafter on a scale consistent with the financial capabilities of the Chinese 
Government. 

4. Total financing.—In March 1955, on the recommendation of the Senate 
Appropriations Committee, $48 million of supplemental aid funds was made 
available for Taiwan. Of this total, $42 million was allocated to funding the 
costs of retired servicemens’ projects under the defense support program; the 
remaining $6 million was made available as direct forces support for equipping 
replacement recruits. 

5. Types of projects —Equipment and construction of hospital facilities for 
sick and injured, retired personnel: homes for the disabled; public-works proj- 
ects such as highways, flood control, land reclamation, and reforestation for 
employment of the ablebodied; and vocational training for those able to learn 
a trade. Eight hundred thousand dollars of the forty-two million dollars was 
provided for the technical contract services of an American management con- 
sultant firm. 


Answer to question B 


1. ICA mission opposition.—To our knowledge, there was no opposition among 
our own people. 

2. Chinese technical mission.—In each country where we have an aid pro- 
gram, the participating government sets up a body charged with the responsibility 
of conducting liaison with the United States aid mission. In a country like 
Taiwan where we have a large and complex program, we need an effective 
organization with which we can work on a permanent basis. The name of this 
organization in Taiwan is the Council for United States Aid, of which the 
Chinese technical mission is the Washington office. 

The operating expenses of the Council for United States Aid are paid from the 
counterpart fund, into which local currency generated from the sale of United 
States aid commodities is deposited. To cover the United States dollar require- 
ments of the Chinese technical mission, counterpart funds are used to purchase 
dollars from the Bank of Taiwan. 

Composed of 7 full-time personnel, as stated in Senator Ellender’s testimony, 
the Chinese technical mission represents the Council for United States Aid as 
liaison with ICA in Washington. Among the functions delegated to it from time 
to time by the Council for United States Aid are the following: (a@) Negotiation 
and signing of contracts with American universities and engineering firms, (b) 
supervision and expediting of procurement matters, and (c) assistance in the 
implementation of technical assistance projects involving United States tech- 
nicians being sent to Taiwan or Chinese technicians being brought to the United 
States. 

We have no knowledge of lobbying activities on the part of the Chinese tech- 
nical mission, or that it was instrumental in changing any decision in Washing- 
ton regarding the retired servicemen’s program. 


OPPOSITION TO PROGRAM 


Senator Eitenper. I have the names of the people who said they 
were against that. 

As a matter of fact they laughted over it, the idea of us furnish- 
ing money to take care of the old soldiers in these armies was ridiculous 
to them. 

Mr. Ho .uister. It is not to take care of them. They don’t retire with 
their feet up. 

Senator ELLENpDER. You provide for them the same as we provide for 
our own Army here. Chiang Kai-shek told me in no uncertain terms 
that Formosa has never produced the food she is now producing, that 
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he can take care of all of the people there with the food that is pro- 
duced on the island, and a third of the soldiers that are there. 

The economy of the island has never been as good as it is now. 

Mr. Hottister. Who is going to take care of the other two-thirds 
of the soldiers? 

Senator Ertenper. That is all right; I have no objection to assisting 
in that direction and furnishing the hardware but as to all of these 
other projects, Mr. Hollister, I think it is wrong for us to spend money 


in that direction. 
Senator McCarruy. Will the Senator yield? 
Senator ELLenper. I want to ask one more question. 


REHABILITATION OF OIL REFINERY 


Will you get for us how much it costs to rehabilitate the oil refinery 
there that was put up by the Japs? 

Mr. Hotutsrer. I will be glad to, 

Senator Ex.tenper. Will you tell us how much we spent in that 
direction? Will you tell us where the oil that is cracked there and 
turned into gasoline is obtained and how it is obtained ? 

(The information requested follows :) 


CHINA (TAIWAN) 
Arp To OI, REFINERY 


Question (Senator Ellender) 

“How much did it cost to rehabilitate the oil refinery put up by the Japanese? 
How much has the United States spent for that purpose? Where is the oil for that 
refinery obtained? What is done with its output?” (Transcript, p. 119.) 


inswer 

1. Cost of rehabilitation.—$3.5 million, entirely financed by the Chinese Petro- 
leum Corp. 

2. United States aid in modernization of refinery—(a) Fiscal year 1952: 
$178,000 was provided for the construction of an additional pipeline between the 
refinery and the harbor terminal, increasing piping capacity to 30,000 tons per 
month. 

(6b) Fiscal year 1952-53-54: Small amounts were made available for training 
four Chinese petroleum engineers in the United States. 

(c) Fiscal year 1955-56: Local currency, amounting to about $550,000 at the 
current exchange rate, was provided for half of the local costs of installing a 
2,500-barrel-per-day catalytic reforming unit and a 6,250-barrel-per-day catalytic 
cracking unit with gas concentration plant, aimed at producing high octane gaso- 
line for local civilian and military requirements. Other half of the local costs 
was provided by the Chinese Petroleum Corp. All dollar requirements were pro- 
vided as loans by United States oil companies. 

3. Where crude oil is obtained.—Almost exclusively from imports, mostly from 
the Middle East, financed from Chinese foreign exchange reserves. A very 
small amount is obtained from local production. 

4. What is done with the refined products.—Refined products, including gaso- 
line, kerosene, jet fuel, diesel oil, fuel oil, and asphalt, are almost entirely for 
domestic civilian and military use. 


SUGAR FACTORIES 


Senator ELLenprer. Will you give us the same information with re- 
spect to the several sugar factories that are on Formosa; how much 
did we pay to put those factories into operation, rehabilitate them, 
and how much, if anything, did the local government put up for that 
purpose ? 
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Mr. Hotuisrer. We will get everything we can for you, sir. 
(The information referred to follows :) 


CHINA (TAIWAN) 


Alp To SuGAR FACTORIES 


Question (Senator Ellender) 

‘‘How much did the United States pay to put the sugar factories into operation 
and rehabilitate them, and how much, if anything, did the local government put 
up for that purpose?” (Transcript, p. 119.) 


Answer 

1. What the local government financed.—The government-owned Taiwan Sugar 
Corp. provided for a large part of the machinery and construction material re- 
quired for rehabilitating the sugar mills by cannibalizing badly damaged mills 
that were abandoned. About $5 million was spent for new equipment when old 
equipment was not available. 

2. United States aid for rehabilitation and improvement of mills.—Through 
fiscal year 1956, the United States provided $3.2 million for rehabilitation and 
improvement of the mills, as follows: 


| 
Fiscal year Amount pt Purpose 
| 
| 


Millions 
$0. 2 Replacement materials, including copper tubes, chemicals, 
iron and steel products, railway equipment. 
7 Automatie sugar scales, alcohol-burning locomotives, 
spreader stokers, boilers. 


| Power generating units, tractors, trailers, hoists, centrifu- 
gals, 
Evaporators, vacuum pans, clarifiers for three large mills, 


CHINA LOBBY 


Senator McCarruy. I have a great deal of respect for the Senator 
from Louisiana. I think he knows this subject of appropriations 
perhaps better than any of the rest of us. 

However, I was disturbed when he talked about the China lobby. 
[ think what he should do is tell us just who he has in mind. I have 
heard this term bandied about so often. I have never heard the names 
mentioned. I wonder who is on the China lobby. 

Senator Ettenper. Senator McCarthy, I will get my notes. 

( Discussion off the record.) 

Senator McCartuy. I felt it merely applied to people who were 
against the Communist regime in China, and I know of no China 
lobby 

ia the ranking member of the investigating committee, if there 
were such a lobby I should have heard about them; I should have 
gotten the names of the people. 

As I say, I think with all respect to the Senator, I think he has 
been doing a wonderful job here today—but can he give me the 
names ? 

Senator ELLenper. You will have the whole picture. 

Chairman Haypen. You may proceed with your statement, Mr. 
Hollister. 

Senator Exrenper. Mr. Chairman, as I said, I do not want to pursue 
with Mr. Hollister a detail of all these projects. I expect to examine 
those who know more about it later on. You will give us that oppor- 
tunity, I hope. 
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Chairman Haypen. Certainly. 

Senator Exnenper. That goes for Korea, Formosa, and Vietnam, 
Laos, and Cambodia. 

Chairman Haypen. Yes. 

Mr. Houser. Vietnam, Laos, Cambodia, are the three / 

Senator ELLenver. Yes. 

There is one question I would like to clear up, Mr. Chairman, in 
regard to requests for funds. 

Mr. Hollister, you might be able to tell us about it. I notice that 
you have for Cambodia this year, for this program, . Am I 
right, for Samad s program ? 

Mr. Hoxuisrer. For fiseal 1957 

Senator ELLENDER. Yes. 

Mr. Horiistrr. — , isn’t it? Are you talking about the mihi 
tary ¢ 

Senator Exienper. I aim talking about everything. Nonmili- 
tary, - ; 

Mr. Hotuisrer. That is right. 

Senator ELtLenper. Then you have for Laos, — 

Mr. Houutsrer. That is right. 

Senator Exienper. Then you have for Vietnam a program of 

: that is correct, is it not ? 

Mr. Hotuistrer. That is correct. 


INDOCHINA PROGRAM 


Senator ELttenper. What is this program you have for Indochina, 
amounting to $80,705,000 unexpended funds in your Department and 


unexpended funds in the military assistance program ? 

Mr. Hotuisrer. I would assume that the answer to that would be 
that the unexpended for Indochina is broken down as between individ- 
ual countries. 

Now, the unexpended balances are the amounts appropriated, obli- 
gated for past years, which until recently were a ies down in 
Indochina as between the three countries. 

Our program for 1957 is broken down for the three countries. 

Senator ELLENperR. All right, but you have unexpended in the mili- 
tary assistance program for each country that I have named, you 
have unexpended amounts in Vietnam of 

Mr. Hotuister. That is correct, sir, but, you see, in addition to that 
there are some items undoubtedly. 

Senator Exxenper. You mean that have been left over from the old 
program. 

Mr. Houser. In the 2 years past. 

Senator ELtenper. What are you going to do with that money ? 

Mr. Hotrisrer. We will finish the programs, I assume. 

Senator Exrenper. Will it be given to those countries for which you 
are providing now ? 

Mr. Hotuisrer. It might be difficult to break down that unexpended 
balance of $80 million in that column opposite Indochina. 

Senator Extenprer. You could probably do it. You are asking for 
all of this money. Did you take that into consideration when you 
made your request for this year? 

Mr. Horxisrer. Yes. 
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Senator Extenper. How about your military amount here? You 
have already spent in Indochina in military assistance up to March 
31 almost ———. You have on hand ——— for foreign military. 

Mr. Houutster. There is nothing in the 1957 program 

Senator E.ienper. I understand. And for nonmilitary you spent 
3783 million. 

(Discussion off the record. ) 

Mr. Howuister. Yes, sir. 

Senator ELLeNpEr. How do you propose to distribute that among 
the countries ? 

Mr. Horxutster. I don’t imagine we will try to distribute it. I 
would assume what those are, are the amounts which have been allo- 
cated to various projects which, when they were instituted, were 
Indochinese projects. 

Now, if they have no regional significance they could probably be 
geographically split up between the countries, if you would like to 
have those figures. 


CACHE OF AMMUNITION 


Senator ExLenper. I would like to have also how this money is to 
be distributed, this money left over from Indochina. 

I wish you would look into that for us. 

Mr. Hotuister. You are referring now, are you, to the military 
supplies that we supplied to the French ? 

Senator E,Ltenper. Yes. This was found. They did not need it 
there, 

Mr. Horutster. I don’t know about that. You had better ask the 
nulitary people about that. .A hundred million dollars worth of 
equipment they found there ‘ 

Senator Extenper. They did not have it inventoried. They found 
it. I was informed that it was distributed among various countries. 

It is things like that that we ought to have information in detail 
and find out whether or not the amount of ammunition and hardware 
that was in those countries and left over were taken into consideration 
when you made an estimate of so much money that you needed for 
military in Vietnam, Laos, Cambodia, as well as Taiwan, because I 
understand some of that was sent to Taiwan. 

Mr. Houutsrer. It may have been. I would not be surprised. 
know there have been very large supplies. 

(The information referred to appears on pp. 67-68.) 

Senator McCarruy. Could I impose on the Senator from Louisiana ? 

Senator ELLenpDER. [am through. 

Senator McCarrny. Mr. Chairman, I think that Senator Dirksen 
would be next in order. If he will bear with me, I have to go back to 
the Investigating Committee. I would like to take just about 5 
minutes to ask a few simple questions, if I may. 

Chairman Haypren. He was reading a statement but go ahead. 

Mr. Houutsrer. We can let the statement go, if the Senator wants 
to question me. 


AID TO YUGOSLAVIA 


Senator McCarruy. ‘This is on a subject entirely different from 
what Senator Ellender was questioning you on. 
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I am interested in this Yugoslavia aid, on the $30 million that is 
there that will be given to them. 

Mr. Horzisrer. Youare t: uking about the nonmilitary aid ? 

Senator McCarrny. Both military and nonmilitary. It is pretty 
hard to separate it, I know. I wonder if you are aware of the fact 
that on June 2 Marshal Tito made the following statement—he said 
that his country: 

Would march with the Soviet Union along the path of Marx, Engels, and Lenin. 

Were you aware of that ? 

Mr. Hotutsrer. I was not aware of that. I don’t read everything 
Marshal Tito says. 

Senator McCarrny. That has been reported in the papers at great 
length. I assume you know the difference between the Marx and 
Lenin philosophy. I do not want to crossexamine you on that, but 
maybe I should state it to you. 

In 1848 Karl Marx took the position they could communize the 
world without a bloody revolution in England and the United States. 

In 1914 Lenin took the position that you had to have a bloody revo- 
lution in the United States and England. 

So when he says, “We will march along,” and I quote him : 

March along the path of Marx, Engles, and Lenin 
it means that Tito is advocating a revolution to overthrow our Gov- 
ernment. 

In view of that, I just wonder how on God’s earth you, or the 
Secretary, can advocate giving additional money to Yugoslavia ? 

Mr. Hoturster. Is that a question ? 

Senator McCarriy. That 2 a question. 

Mr. Hoiutsrer. Of course, I don’t know anything about your major 
premise. I suppose if he had spoken a few months earlier he would 
have added Stalin in that group? If anyone had been along the path 
of Stalin he would have been completely discredited. 

Senator McCarrnuy. You mean you are advocating this aid and you 
do not know the cr me that Tito has made? 

Mr. Hotuister. I don’t know all the statements that Tito has made. 
All T was leading up to was to say that we don’t handle our programs 
in the mutual security area on the basis of a single speech made at a 
visit to some neighboring country. We ought not to be in any one of 
these programs if we don’t think it is better for our country. 

We have felt that the fact that Tito could stand completely by him- 
self and defy Russia was an extraordinary thing throughout mid- 
Europe. 

Senator McCarrny. He is not defying them. Read what he says. 
He says: 

We will march along the path of Marx, Engle, and Lenin. 


Mr. Hotitsrer. Will you let me finish my answer? You are asking 
me a question and obviously I can’t answer in part. 

He was successful in defying Russia. For a time he was their 
ereatest enemy. The language that they used with respect to the rest 
of the West was nothing compared to the language they used with 
respect to Tito. He was a traitor. 

The fact that he could do that and get away was an extraordinarily 
valuable thing. It still is, we think, in that in Poland, Czechoslovakia, 
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Bulgaria, Rumania, and Hungary, you obviously have nationalistic 
groups that like to be independent. 

To:the extent Tito represents the ability to achieve that status, he 
has been very valuable. Whether or not he will remove himself from 
all connection with us and turn over to the other side, is something that 


time alone can show. 
POLICY TOWARD YUGOSLAVIA 


Senator McCarruy. Mr. Hollister, let me ask you this: Both you 
and Dulles have been talking about giving aid to Tito, that you aid 
our half of the world. You say if he has completely turned over 
to the Russian side, the Communist side. Let me ask you this: He 
says, “Our friendship will endure forever.” That is the friendship 
with the Communist union. 

Nothing and nobody can disturb these relations and in the Soviet people and the 
Yugoslav people, there are sufficient forces to cut off the hands of anyone who 
tries to interfere. 

Now, does that not indicate that he is no longer a friend of ours? 
Why do you think we should give him money ? 

Mr. Horzisrer. I don’t know what it indicates. I know I also read 
in the paper either today or yesterday that Yugoslavia is announcing 
that under no circumstances are they going to convert their armies by 
getting a substantial amount of arms from Russia. 

So they are still expecting to keep their armies based on our am- 
munition, which fits the bores of their guns, and on our spare parts, 
without which they can’t operate. We think that is valuable to main- 
tain that situation. 

Senator McCarrny. Mr. Hollister, you cannot believe that if you 
know the facts. 

Mr. Hotutsrer. I would not say that if I did not believe it. 


SHIPMENT OF MACHINE TOOLS TO YUGOSLAVIA 


Senator McCarruy. Senator McClellan, the very able chairman of 
the Investigating Committee, has developed that our allies are sending 
certain vertical and horizontal bori ing machines, all the machine tools, 
to Yugoslavia that they need to service their war machine. 

So when you say they are dependent upon us, that just is not true, 
according to the sworn testimony. I think you should know it. 

If you do not, I believe you should make that a matter of record 
that you do not know it. I am not trying to argue with you, but I 
want to make this record clear because Dulles made the same state- 
ment this morning that you did. 

Mr. Hotuistrer. Do you want me to make a statement—— 

Senator McCarruy. Let me ask you a question : 

Do you know that the United Kingdom is sending machine tools to 
Yugoslavia, including vertical and horizontal boring machines? Do 
you i know that? 

Mr. Hotutster. Some, yes. 

Senator McCarrnuy. That means that they are not dependent upon 
us for the spare parts for their planes; does it not? 

Mr. Houuister. No. 

Senator McCarruy. You say it does not mean that? 

Mr. Hotnister. You cannot make everything by having a horizontal 


boring machine. 
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Senator McCartuy. If you have all the machine tools ¢ 

Mr. Horrasrer. You did not say all machine tools. You asked if I 
knew that the United Kingdom was sending horizontal boring. ma- 
chines to Yugoslavia. I said I knew they were sending some. 

Now you say that necessarily means they are able to make every- 
thing they need. I say that does not necessarily follow. 

Senator McCarruy. Do you know of a single machine tool that 

can be useful in the Yugoslav war machine that is not being shipped 
to Yugoslavia by our allies ? 

Mr. Hoxxisrer. I shall be glad to try to give you a list. 

Senator McCartuy. You do not know? 

Mr. Hoturster. I am not an authority on machine tools. 

Senator McCartuy. You are asking for this money for Yugoslavia. 
You should know. 

Mr. Houuister. You are talking about machine tools. I am not an 
authority on machine tools. 

If you would like to ask me certain questions about certain types of 
machine tools, I will be glad to get you the anwser. 

If you are going to bore a gun you need a boring mill 50 or 60 feet 
long. 

Senator McCartuy. I do not want to argue with you, but you are 
in here, Dulles was in here. You both say that we control the Yugo- 
slav military. 

Mr. Hotutsrer. I did not say we control the military. 

Senator McCartuy. Will you read vour letter / 

Mr. Hoxutster. I read it. 

Senator McCartuy. At least Dulles said we control. 

Mr. Hotutster. I didn’t say we controlled. 

Senator McCartuy. Dulles said that we control Yugoslav military. 

Mr. Hotttster. Then he explained later what he meant. 

Senator McCarruy. Because he said they had to depend upon us 
for the spare parts. 

Now, I ask you this: You are asking for the aid. This is impor- 
tant. I may say that I am not going to keep this secret at all. I 
intend to quote you on the Seante floor on this. 

So if you do not want to answer, just refuse to answer. 

But the question is this: Do you know of a single machine tool that 
is being refused Yugoslavia, a single machine tool that cannot be 
used to make the parts for all of the military equipment we are send- 
ing ? 

Mr. Hotuister. You asked me that just a minute ago. 

Senator McCartny. Yes. 

Mr. Ho.uister. I answered it. I said I was not an expert on ma- 
chine tools. If you would like to have me get you a list of machine 
tools that are not being exported to Y ugoslavia by the other nations of 
the free world, I will be glad to get it for you. 

There are thousands of them. I can’t tell yor which they are. I 
know that long horizontal boring mills to make guns are not going 
there because they are not going anywhere in the world. 


YUGOSLAV NEED FOR SPARE PARTS 


Senator McCartuy. Then you are asking for the money for Yugo- 
slavia. You do not know whether they are dependent upon us for 
the spare parts for their military machine? 
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Mr. Houuister. I believe they are, Senator. 
Senator McCarruy. But you do not know, do you? 
Mr. Houutster. I know as well as I know most things I talk about. 


LETTERS TO FOREIGN RELATIONS COMMITTEE 


Senator McCartuy. Mr. Hollister, do you have any objection to my 
offering your letter in evidence today ¢ 

Mr. Hotsasrer. Which letter do you mean? 

Senator McCartny. Your letter of June 13. 

Mr. Hotrister. To whom ? 

Senator McCarrny. To Walter George. 

Mr. Houutsrer. If Senator George does not mind, I don’t. 

Senator McCarruy. You have no objection? 

Mr. Hotutstrrr. Not the slightest, if Senator George does not mind. 
I wrote it to him. If he does not have any objection, I have no 
objection. 

Senator McCarruy. Then, Mr. Chairman, I am going to ask that 
there be introduced into the record at this time two letters that were 
written in regard to aid to Yugoslavia. I think the committee should 
have them at their disposal. 

One was written by Mr. Hollister, the other by Secretary Dulles. 
I have gone over them carefully. There is nothing of a security 
nature in them. 

Mr. Chairman, may I say that they are the most fantastic, the most 
ridiculous, the most inept arguments I have ever read for aid to a 
Communist-controlled country. 

Chairman Haypen. Were those letters included in the record before 
the Foreign Relations Committee? 

Senator McCartny. They were written to the chairman of the For- 
eign Relations Committee. I was sent acopy. So I assume that they 
are in the record. There is no classification on them. They are not 
marked either secret, confidential, or anything else. 

Mr. Hottister. They are not classified. 

Chairman Haypen. I have no objection to putting them in the 
record. 

Mr. Hotuisrer. I said if Senator George does not object, I have 
no objection. 

Chairman Haypen. Very well. 

(The letters referred to follow :) 

INTERNATION AL COOPERATION ADMINISTRATION, 
OFFICE OF THE DIRECTOR, 
Washinaton, D. C., June 14, 1956. 
Hon. WALTER F’. GEORGE, 


United States Senate, 
Washington, D. C. 


DeAR SENATOR GEORGE: In reply to your letter of June 6, 1956, I wish to inform 
you that the International Cooperation Administration firmly opposes United 
States Senate bill 4001, dated June 5, 1956, to terminate military and economic 
assistance to Yugoslavia. 

The United States has provided through Mutual Security and related legisla- 
tion substantial amounts of military and economic assistance. This United 
States investment has been made to assure that Yugoslav independence from 
the Soviet Union would not be jeopardized either by the threat of military force 
or by economic pressure or coercion. The discontinuance of United States 
assistance, consisting largely of surplus agricultural commodities and raw ma- 
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terials (wheat, cotton, lard, and coking coal) and military supplies to maintain 
equipment previously provided, would seriously threaten this investment. Such 
United States action would also have a seriously adverse effect on the substantial 
loan and grant arrangements of other western powers with Yugoslavia. In 
the event of United States termination of its aid program, the likelihood of 
continued assistance by these powers would be remote. The way would then 
be open for the Soviet Union to establish a total monopoly of Yugoslavia’s foreign 
economic relations and thereby enable it to recoup the position in Yugoslavia 
which it held in 1948. 

United States policy toward Yugoslavia has been reviewed in the past 6 months 
and the proposed mutual] security program is consonant with the national policy 
so established. It continues to be in the interests of United States security for the 
executive branch to have authority to provide assistance sufficient to maintain 
Yugoslav independence. If at this critical juncture the United States were to 
end these programs of assistance, Yugoslavia would be forced to seek further 
Soviet assistance, at whatever terms it could get, to meet urgent needs. Despite 
some improvement made possible by United States assistance, the Yugoslav 
economy continues to be weak, particularly with respect to food supplies. For 
these supplies Yugoslavia will be dependent on external sources for some years to 
come. The Yugoslav Government would find it difficult to maintain an independ- 
ent approach if forced to rely primarily on Soviet bloc sources for essential food 
and raw material supplies. The substantial investment made over the past 
several years should not be lost for the want of continued assistance, largely in 
the form of commodities in abundance in the United States to be made available 
probably in large part on a loan basis as in fiseal year 1956. 

It is the view of the International Cooperation Administration, in which the 
Secretary of State concurs, that the foreign policy objectives of the United States 
would not be served if the Congress were to bar military and economic assistance 
to Yugoslavia as proposed by United States Senate bill 4001. The United States 
Government should have the authority to continue assistance if, on the basis of 
continuing study, it is considered to be in the best security interest of the United 
States. 

Yours sincerely, 
JOHN B. HOo.Luister. 


DEPARTMENT OF STATE, 
Washington, June 18, 1956. 

Dear SENATOR GEORGE: I welcome the opportunity presented by your letter of 
June 6 to make it clear that the Department vigorously opposes Senate bill 4001 
which seeks to cut off all United States assistance to Yugoslavia. 

Within the past 6 months, the executive branch of this Government, with the 
participation of the President, has reviewed the question of United States policy 
toward Yugoslavia, and both the programs now being implemented and those 
proposed in the mutual security bill before your committee are consonant with and 
in support of the national policy thus established. 

During the deliberations at all levels which preceded the final formulation of 
United States policy in the executive branch, all of the many and frequently 
complicated factors which enter into United States relations with Yugoslavia 
were given the most careful attention. In their own independent deliberations on 
mutual security programs for Yugoslavia, the members of your committee, and of 
the entire Senate, may find helpful the following summary of the principal 
considerations which weighed most heavily with the executive branch in deter- 
mining the final policy adopted. 

It was agreed that the American attitude toward Yugoslavia had to be formu- 
lated in the context of the overall foreign policy of the United States which seeks 
to meet the basic challenge to American national security and economic well- 
being emanating from the Soviet Union. The expansionist tendencies of the 
U. S. S. R. have been particularly apparent in Europe, where the U. 8. S. R. now 
sits astride the middle of the continent and has stifled all but the illusory sov- 
ereignty of a number of once independent countries in Eastern Europe. In this 
area, only one nation, Yugoslavia, has had both the opportunity and the steadfast- 
ness to stake its virtual existence as an independent state on a defiance of 
Moscow’s ambitions to dominate it, and the United States can take satisfaction 
from its record of support for Yugoslavia during the recent years of crisis. 

It is natural, of course, that the focus of attention today rests on Yugoslavia’s 
present position, which is symbolized in part by the visit of President Tito to the 
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U. S. S. R. In essence, however, this visit, like the widely noted trip of the 
Russian leaders to Belgrade in May 1955, marks an acceptance by the Soviets of 
the defeat of their efforts to press Yugoslavia into the satellite mold. It is no 
wonder, therefore, that the Kremlin is trying to gloss over the failure of its anti- 
Tito policies from 1948 through 1953 by assiduously wooing Belgrade and by 
working to undermine the manifold Yugoslav ties with the West built up since 
1948. 

Since the Yugoslav regime is a Communist one, it is understandable that its 
leaders now look hopefully to the Kremlin to rescue the U. 8S. 8S. R. and the 
worldwide reputation of communism from the disrepute to which the totalitarian 
system perfected by Stalin brought it. In that sense, the United States cannot 
overlook the tendencies in Yugoslavia toward rapprochement with the Soviet 
Union induced both by ideology and by the memories of long Communist Party 
collaboration prior to 1948, Also to be taken into account is the weakness of 
the Yugoslav economy which still requires much help from abroad and which 
cannot afford to pass up the relatively generous offers of credits and trade from 
the Soviet orbit. Finally, the Yugoslavs have welcomed and seek to take advan- 
tage of the normalization of their formerly beleaguered frontiers with the neigh- 
boring Soviet orbit countries. 

None of this obscures the fact, however, that decisions on Yugoslav Govern- 
ment problems and policies are being made in Belgrade and not in Moscow. To 
be sure, many of these decisions in the foreign policy field do not correspond 
with our own. This is partly understandable in the light of Yugoslavia’s differ- 
ent geographicial, economic, historical, and ideological circumstances. Yet 
there has been no credible evidence that President Tito wishes or is going to 
enter into a subservient status vis-a-vis the Soviet Union. Moreover, it is illog- 
ical that he should wish to do so, especially in view of his presently favorable 
international position vis-a-vis East and West, and of his record since 1948, 
unless dire economic necessity forces him to become overdependent on the U. S. 
S. R. without the alternative availability of American assistance. The Yugo- 
slav portion of the pending mutual security legislation is designed to contribute 
toward preventing that situation from arising. Its enactment would also be a 
sign to other West European countries, almost all of which have cordial rela- 
tions with Yugoslavia, that the United States, as of the present, sees no cause 
for a major shift in its Yugoslav policy. Such an American judgment would 
coincide with the conclusions reached lately by a number of responsible West 
European statesmen. 

It is evident that the state of United States-Yugoslav relations has important 
implications for Eastern as well as Western Europe. Docile as they have been 
in Soviet hands, the satellite chieftains cannot fail to have secretly admired 
Belgrade’s resistance to Moscow in the cause of national independence and to 
be envious of Moscow’s present generosity toward Yugoslavia as compared with 
its parsimony toward themselves. Undoubtedly, these rulers will be anxious to 
take advantage of whatever greater degree of independent action is permitted 
them by the new Soviet leadership, and it may well be useful for them to know 
that the United States is holding to its record of assisting nations, such as 
Yugoslavia, which make 2fforts to assert and preserve their independence. 

I am aware that there is considerable criticism in this country of the system 
of government now prevailing in Yugoslavia. Properly speaking, the nature 
of another nation’s regime is of no official concern to the United States Gov- 
ernment, provided that such regime is not associated with the worldwide moye- 
ment still directed from Moscow with the aim of subverting the independent 
states not in the Soviet bloc. Yugoslavia does not now seem to he cooperating 
with this phase of Soviet endeavor and, indeed, gives indications of its disap- 
proval of the continued Soviet effort to expand its orbit and “export” its revo- 
lution. Still, L should make clear that this Government recognizes that a 
dictatorship prevails in Yugoslavia and that an unfortunate denial of some hu- 
man freedoms still persists there. On the other hand, fairness requires that 
this situation be compared with the Soviet-type political conditions prevailing 
in Yugoslavia 8 years ago, and any such comparison will demonstrate that there 
have been substantial ameliorations for the average citizen brought on both by 
the regime’s critical reexamination of some of its own tenets and practices, and 
by the influence of its expanding official and unofficial contacts with the West. 

In reviewing the elements which have entered into the recent formulation 
by the executive branch of the United States policy toward Yugoslavia, I have, 
to be sure, not meant to imply that this evaluation was final and definitive for 
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the Executive. As you know, procedures are in operation within the executive 
branch to insure that all policies toward individual countries are kept under 
continuing review regarding their effectiveness and correctness, and this applies 
of course to the Yugoslav case. It is our aim to remain alert to the implications 
of new international developments for existing programs, and before new 
wpprepriations were obligated for Yugoslavia, the Department would in any 
event review the then current situation, whether there were a congressional 
man@ate to this effect or not. It is my hope, however, which I know the Presi- 
dent has shared, that the Congress will not want to deprive us of the instrumen- 
talities and funds whereby the executive branch will be enabled to pursue the 
flexible policy toward Yugoslavia which is needed to counter the present Soviet 
drive to retrieve its own failure in Yugoslavia since 1948. 
Sincerely yours, 
JOHN FOsTeR DULLES. 
CHINESE LOBBY 


Senator ELLtenper. Senator McCarthy asked a while ago that I fur- 
nish the names of the people in Formosa who are members of the Chi- 
nese technical mission—— 

Senator McCarruy. No, the Chinese lobby. 

Senator Ex.renper. Which is known as the Chinese lobby. The 
chairman is P. H. Ho. The deputy chairman is Tsing Yaolaa. Tech- 
nieal counselor, Chang CC Yuan; technical counselor, H. H. Ku. The 
assistant is Hyu, and there are two secretaries. 

All of the expenses of this mission are paid for by our Government 
through the counterpart fund. 

In other words, they are financed through counterpart funds that 
are created from goods and wares and merchandise that we sell to the 
inhabitants of Formosa. 

Senator McCarruy. Senator, I know you are completely sincere in 
this, but may I say you are wrong when you say that is commonly 
known as the Chinese lobby. 

As far as I know, and I think as far as you know, too, not a single 
one of the technical mission has ever contacted a single Senator to try 
to influence eee 

Senator Eititenper. I did not say that. 

Senator McCarruy. You said the China lobby. 

Senator Eutenver. They came up here to Washington and talked to 
the officials here and had them reverse themselves. “For instance, the 
J. G. White Engineering Co. turned down several projects because of 
the poor benefit-to-cost ratio. I have the letter from them indic: ating 
that. The CTM had the officials here O. K. them. 

Senator McCarruy. By the China lobby you mean the technical 
mission ? 

Senator Exienpver. That is what it is. You have heard of that. It 
is what is known as the China lobby. 

Senator McCartuy. By the China lobby, then, you mean the tech- 
nical mission from Formosa ? 

Senator Errenper. Yes, it is known as that. That is correct. 

Senator McCartny. I have no further questions. I am sorry I 
encroached upon your time. 

Senator Exrenper. I wish to say, Mr. Chairman, within the next 
few days I will have all this for the benefit of all the members of the 
committee, in detail. 
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INDOCHINA PROJECTS 


Senator Dirksen. Mr. Hollister, I would like to ask one question 
pursuant to the line of interrogation that Senator Ellender followed 
with respect to the $80 million of unexpended balance as of last year, mn 
March, in the Indochina account. 

As I recall, after the Geneva accord in 1954 we had some kind of 
arrangement with the French since we had pledged certain aid to the 
French and French troops out there, and they were liquidating those 
agreements there a little at a time in proportion as the data and the 
facts and the verification were developed. 

I am wondering whether that $80 million of wnexpended balances 
is not in part earmarked for the liquidation of these agreements that 
we have. 

Mr. Hoxuiisrer. I would not be surprised, but I am not able to tell 
you offhand. I can get you that information. 

(The information referred to follows:) 


STATUS OF INDOCHINA PROGRAMS 


Question (Senators Dirksen and Ellender) 


“What accounts for the $80 million unexpended balance in the Indochina 
account?” (transcript, pp. 138-142.) 


Answer 


The $80 million unexpended balance in the Indochina account as of March 31, 
1956, is attributable to 3 programs—2 involve transactions with France and 
the third represents direct economic and technical assistance to Cambodia, Laos, 
and Vietnam, then known as the Associated States of Indochina. More recent 
data indicate that, as of May 31 of this year, the unexpended balance for al! 
% programs combined has dropped to approximately $46 million, 

Following is a brief description of each of the 3 programs involved: 

1. Fiscal year 1954 program for support of both the French military forces in 
Indochina and the military forces of the Associated States (Cambodia, Laos, and 
Vietnam).—Under agreements reached with France in September 1953 and 
March 1954, the United States Government committed itself to reimburse France 
up to a maximum of $785 million for expenditures undertaken by the French 
Government in calendar year 1954 on behalf of the military forces of the Asso- 
ciated States of Indochina and the military forces of France in that area. The 
total cost of the program was estimated originally at a maximum of $745 million 
in United States dollars plus $40 million of French frane counterpart funds gen- 
erated from previous years’ grant aid to France. By virtue of a reduction in 
the realized cost of the military forces of the Associated States, and the appliea- 
tion of counterpart accruals amounting to $53 million equivalent, the total 
dollar cost of the program has been reduced to about $665 million. As of May 
31, 1956, approximately $11 million remains unexpended pending a final deter- 
mination of the total expenditures made for the military forces of the 3 States. 

2. Fiscal year 1955 program for support of the French military forces in Indo- 
china.—In April 1955, the United States Government agreed to provide $100 mil- 
lion for continued support of the French military forces remaining in Indo- 
china after the 3 States had achieved independence. Under this agreement, 
France is reimbursed for expenditures made on behalf of these forces during 
calendar year 1955. United States reimbursements are made (@) by the applica- 
tion of French frane counterpart funds generated from grant aid in previous 
years, (b) in francs derived from the sale of surplus agricultural commodities 
to France, (c) directly in dollars. The agricultural commodity sales component 
of the program amounted to $40 million and direct dollar reimbursements will 
reach $22.3 million. Thus, the total fiscal year 1955 dollar cost of the program 
is $62.3 million, of which $21.6 million remains unexpended as of May 31, 1956. 

3. Economic and technical assistance through fiscal year 1954 directly to the 
three Associated States.—This represents nonmilitary assistance provided to the 
three States prior to their independence. It was used to meet the direct dollar and 
local currency costs of various types of projects in fields such as health, agri- 
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culture, education, transportation, etc., in an effort to stimulate some progress in 
development and thereby counteract subversion and defection to the Vietminh. 
The total amount provided for these purposes through fiscal year 1954 was ap- 
proximately $118 million, of which $14 million was unexpended as of May 31, 
1956. 

The status of these three Indochina programs, as of May 31, 1956, is set forth 
in the tabulation attached hereto. 


Status of Indochina programs, as of May 31, 1956 
{Millions of dollars] 





| | 
| Obligated | Expended | Unexpended 


1. Fiscal year 1954 program for support of— | 
(a) French military forces (FEC) } a 

(5) Military forces of associated states (Cambodia, 

Laos, and Vietnam)... ---- 53.6 | 253.9 | 


400.0 | 


Ns iitiiivcecinnnmnsid dakkthdamas wadibee | 663. 6 653. 9 


2. Fiscal year 1955 program for support of French military 
forces (FEC) in Indochina: 
(a) Direct dollar reimbursement. - 
() Sec. 402 sales. -_._- - 


NR id chiicca wie wi ctocies 


3. Direct economic and technical assistance to associated states 
(undistributed prior to fiscal year 1955) 





TORE, OE POON Eine niecimcdcceccss 





1 Known as French Expeditionary Corps. 
GENEVA ACCORD 


Senator Dirksen. I know I was advised by General O’Daniel and 
our Ambassador and others in Saigon that they had this arrangement 
as a result of the Geneva accord, but in every case they had to wait 
for verification. Sometimes there was difficulty there. 

Mr. Hottister. It is very complicated. On some of the activities 
we are operating through France. As these countries became inde- 
pendent we usually took up our work directly with them. They are 
still receiving aid under the programs that were based on Indo- 
china as a unit. 

Senator ELienper. Senator Dirksen, that was about the situation 
before Cambodia, Laos, Vietnam, became separate republics. 

Senator Dirksen. That is right. We carried all of that as Indo- 
china account. 

Then under the Geneva accord and these extracurricular agreements 
between them and the French the associated states took on a new 
independence and finally left us with two problems. 


DISPOSITION OF ACCUMULATED MATERIAL 


The first problem was, of course, to dispose of the accumulation of 
material and so forth. 

Now, I understand that ammunition and other supplies from time 
to time are sent out of account to Formosa and elsewhere, so little by 
little we are using that. 

Some of it has been turned over to Indochina. Some of it to 
Cambodia. 
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With respect to Laos, we are not entitled to have a military mission 
in there as I understand. I do not know exactly what our arrange- 
ment is, but we did strike some kind of agreement with the French with 
respect to the liquidation of the pledges that we made that were very 
extensive as you know. 

Senator ELtenperR. I know that. In that connection, Senator, will 
you permit me to place information in the record at this point as to 
military aid delivered up to March 31, 1956, in Indochina? The total 
amount of delivered goods, hardware, military assistance, was ———. 

The unexpended balance as of the date just mentioned is : 

The nonmilitary assistance program amounted to $738,355,000, of 
which $80,705,000 still remains unexpended. 

To add up those figures it would indicate that the total assistance 
to that date given to Indochina when it was one, that is, under the 
French, aid furnished amounted to . 

That is the amount that we have furnished to France, I mean to 
Indochina. The aggregate total is ———— 

Senator Dirksen. Without chec king the figures I would think, 
based on what we have appropriated and expended, that would be 
about right. 

Senator Ettenver. That would be — of total aid that we made 
available to Indochina before Vietnam became a republic, Laos and 
Cambodia became separate kingdoms. 

Senator Dirksen. That is when the conflict in the Red River Delta 
was stopped. 


MAINTENANCE OF FRENCH SOLDIERS IN VIETNAM 


Senator Errenper. I was told last year that in order to maintain 
the rest of the French soldiers that were still in Vietnam, we had to 
put up quite a sum of money. I wondered if we could get that 
information. 

Mr. Hotiister. You mean at the present time? 

Senator ELLENpER. No, after the division was made. Up to last 
year some French soldiers remained. 

Mr. Hotuisrer. I will find out what it is. That was before I took 
office. 

(The information requested follows :) 


Unrrep STATES CONTRIBUTION To SuUPPoRT OF FRENCH MILITARY FORCES IN 
INDOCHINA 
Question (Senator Ellender) 
“How much has the United States Government contributed to support of the 
French soldiers that remained in Indochina after the three states achieved their 
independence?” (Transcript, p. 141.) 


Answer 

Fiscal year 1955, $62.8 million; fiscal year 1956, none. Detail as follows: 

Under an agreement reached with France in April 1955, the United States 
Government committed itself to provide $100 million for the continued support 
of French military forces in Indochina. France is to be reimbursed for expendi- 
tures made on behalf of these forces during the calendar year 1955. United 
States reimbursements are made (a) by the application of French franc counter- 
part funds generated from grant aid in previous years, (0) in frances derived 
from the sale of surplus agricultural commodities to France, and (c) directly 
in dollars. 
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The agricultural commodity sales component of the program amounted to 
$40.0 million and direct dollar reimbursements will reach $22.3 million. Thus, 
the total fiscal year 1955 dollar cost of the program is $62.3 million. 


Status, fiscal year 1955 program, as of May 31, 1956 
{Millions of dollars] 


Total cost | Disburse- 
ments 





I a $ 7.7 | 
Local currency, sec. 402 sales___- : Keckcamsenied belt imacetel 40. 0 
Direct dollar reimbursements 22.3 


Total wi DES NE PRE SET EEL STINE 3 aE "100. 0| 


1 As of May 31, 1956, ICA had actually financed $24.1 million of the $40.0 million programed for sec. 402 
sales. However, as a result of the lag between ICA dollar disbursements and the deposit of local currency 
proceeds, only $4.5 million of local currency had been deposited and disbursed on that date. 


AUDIT OF INDOCHINA ACCOUNT 


Senator Dimxsen. Actually we appropriated to France for the 
Indochina account then on the basis of vouchers, as I understand, 
properly verified, and we had our auditors over there, we would pay 
them under the obligations we incurred. 

I would guess that the $80 million would probably be earmarked 
for that. Tf it is not used for th: at, then, of course, there would have 
to be a transfer of those funds. 

Senator ELtLenper. There are no more soldiers there, Senator. 

Senator Dirksen. That is true, but the fact of the matter is that 
the business of verifying these accounts to the satisfaction of our own 
officials, at least seemed to me to take an interminable time. 

Whether that job has been completed, I would have no way of 
knowing. 

Mr. Howiisrer. Much of it had to be done in France. Practically 
all we have left in France now is just a few accountants working on 
this. 

Senator Dirksen. I have one more question to ask, Mr. Hollister. 


CONTRACT AUTHORIZATION BASIS 


If, for instance, the military and particularly their budget officers, 
would be responsive to the idea of going back to a contract-authoriza- 
tion basis, would there be any objection on your part to going back 
to that same basis ? 

Mr. Hotuisrer. I can’t see how, Senator. My duties in the military 
side of it are to coordinate the whole picture so that the economic and 
the military aspects of the program are tied up together. 

But my function is the approval of programs and the checking of 
past programs and I can’t quite see how that would be affected by the 
method of accounting or contracting. 

Senator Dirksen. I do not believe that would affect your program 
at all. But it would be appropriating whatever funds you need for 
expenditures as against your estimates and providing also the obliga- 
tional authority not in the form of mone y but in the form of contract 
authority. 
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Now, you see that term constantly recurs in these estimates. He 
speaks ‘about obligational authority and it covers the obligational au- 
thority with an appropriation right there. 

Now, in other days, you see, we simply provided the money that was 
needed for expenditure and then the authority to go ahead and make 
whatever contracts you needed and then subsequently to liquidate 
them. 

Chairman Haypren. There was always a limitation upon the con- 
tract authority. 

Senator Dmxksen. That is correct. 

Senator ELtenper. Now, Mr. Chairman, before Mr. Hollister goes 
back to his statement, I presume that in time we are going to have 
from you, Mr. Hollister, what you contemplate doing with this addi- 
tional money you are asking for these various countries. 

Mr. Horisrer. Yes. These presentation books contain the plans. 


TECHNICIANS IN KOREA, FORMOSA, AND ASIA 


Senator ELLenper. Particularly the three countries now forming 
Indochina, Formosa, Korea, and 1 am particularly anxious to find out 
how many technicians you still have in Korea as well as in Formosa 
and southeastern Asia—those three countries. 

Mr. Houwisrer. You understand, of course, Senator, what the tech- 
nical assistance program is as distinguished from the other programs. 
Do you want them as well? 

Senator ELLENpER. Yes. They are going to be paid out of this. 

Mr. Houuisrer. That is right. The information on technicians by 
country is in the presentation books. 

Senator Extenper. That is what I want to find out—the extent to 
which you are reducing them. I was told there that there was no need 
for as many as you had. | hope you have chopped them by two-thirds 
because they are not really needed there because there is nothing there 
that I could see whereby they could balance industry with agr iculture. 
There was nothing to work on. 

(See ICA comments on p. 51.) 

Senator Ropertson. Mr. Chairman, I believe in 30 minutes this room 
will have to be used for a conference committee. I have 1 or 2 general 
questions I would like to ask my old House colleague. 

Chairman Haypen. You may proceed. 


ATTITUDE TOWARD JOB 


Senator Rosertson. Mr. Hollister, you indicated to us you have been 
in this work now nearly a year. Do you enjoy your work in June of 
1956 as you did in September of 1955? 

Mr. Houuister. Do I enjoy it as much as what I was doing before 
I got here? I went into this work in June 1955. 

Senator Roperrson. I thought you went to Turkey in 1955. 

Mr. Houuster. I see what you mean. I thought you meant before 
I got here. 

‘Senator Ropertson. You went in in August, I thought. 

Mr. Hotutsrer. I went the 1st of July. 

Senator Roperrson. Do you enjoy it as much in June of 1956 as you 
did in September of 1955? You were moving over to Turkey, you 
were getting a broad new horizon. 
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Mr. Hoxuister. I enjoy it just as much. 

Senator Rosertson. You like it? 

Mr. Hotuister. It is very interesting work. 

Senator Ropertson. Have you found among the nations who have 
richly shared in our bounty a feeling of what we call lack of gratitude ? 

Mr. Howiisrer. Some. And some great gratitude. 


ATTITUDE OF RECIPIENTS OF AID 


Senator Ropertson. Have you found a widespread sentiment, espe- 
cially in the Orient, especially given out by Communists, that we never 
give any aid without strings attached to it? 

Mr. Ho.wisrer. I have not run into as much of that as I expected. 
The Communists put it out. I don’t think the people who deal with 
us have that attitude. 


PREVALENCE OF ILLITERACY 


Senator Roperrson. In the underprivileged countries that so ur- 
gently need our technical] assistance as well as our subsistence program, 
do you find much ignorance and illiteracy ? 

Mr. Hoxttsrer. A great deal. 

Senator Rozertson. Is that not rather basic? If Arthur Brisbane 
was right years ago when he said as long as their men have poor minds 
they are going to be poor men, is it not a little hard if, say, 93 percent 
of the people of the country are illiterate and that is the figure for 
India; is it not ? 

Mr. Hotuisrer. The situation is a little better than that. 

Senator Rosertson. Not much. Is it not difficult to make them 


appreciate what we are trying to do in the way of a technical program ? 
Mr. Houuister. You say is it difficult todo that? It is, very. 


ASSUMPTION OF AID PROGRAMS BY UNITED NATIONS 


Senator Rospertson. I have been very discouraged at all interna- 
tional conferences—you would think we were the arch enemy of the 
world. At the recent conference in Dubrovnik the main leader of criti- 
cism was the head of a delegation from India. He was more bitter 
toward us than toward the Russians or the satellite countries. 

There was a widespread indication there that they did not want any 
more of this kind of aid. They wanted the United Nations to take it. 
They would turn it over to a group of foreigners and then there would 
not be any strings tied to it. Have you heard about that ? 

Mr. Ho.wisrer. I have heard of that quite often. I am against 
turning all of it over. 

Senator Roperrson. I am, too. I wondered if we could find maybe 
a new approach to giving away our money without indicating at the 
same time we are giving it away. 

Mr. Ho.uistrer. All I can say is that I am enormously interested in 
getting any suggestions for a new approach. I have heard many 
people say that there should be something dynamic in the program, or 
something brand new. Every time I asked for specifics they say, 
“Well, that is your job.” 

I think that we ought to have our ears and eyes open at all times 
for any possible suggestions under which this program might be 








MUTUAL SECURITY APPROPRIATIONS, 1957 73 


improved. Any program of this kind involves a certain amount of. 
waste and inefficiency. It could not help but do so. 

Senator Rogertson. I wish I could offer some help or suggestion, 
but I would not know what to do with a country where the people 
cannot real and write to bring them up to our standard way of 
living and our technical way of doing things. 

Certainly you do not get them very far by just giving them some- 
thing to eat and something to wear, consumed in the use. 


EFFECTIVENESS OF AID TO INDIA 


I have heard it said, and I think it is substantiated, that we could 
pour all of our surplus commodities, corn and wheat into India and it 
would be consumed in less than 1 year. 

Then at the end of that time they will weigh a little more, but after 
that they would not be a bit better off. 

Senator Dworsuax. Could you not give them a bottle of milk, too. 


PROBLEM OF EDUCATION 


Senator Rorerrson. I want to see something worthwhile done. I 
have been appalled at the problem of giving technical assistance to 
people who have no education. How are you going to reach the prob- 
lem of education? Yugoslavia is doing pretty well. They have some 
fine schools there. 

Mr. Howutster. Perhaps the term “technical assistance” is some- 
times misunderstood. The aid which is given, even in very rudi- 
mentary agriculture and education projects, is called technical assist- 
ance even though it does not involve what we understand to be a 
technician. 

Community development work in India has been carried on very 
well. 

In the Philippines our programs have given them some opportunity 
of raising their standard of living by improving agriculture and in- 
creasing sanitation. That does not involve a technician with the kind 
of training we in this country associate with a technician. _ 

Senator Rozertson. So far as the subsistence program, economic 
aid, you are not doing any of that in Europe? 

Mr. Hotusren. Not at all, except in Spain, Yugoslavia, and Greece. 


SITUATION IN GREECE 


Senator Dworsuax. Do you think our program of mutual assist- 
ance is making any progress in Greece where we have riots and re- 
volts and bombing and continual display of hostility against 
Americans ¢ 

Mr. Ho tuisrer. Sometimes it is terribly discouraging, but if you 
ask me whether, on balance, I think we have made some progress, I 
would say “Yes.” 

Senator DworsHak. How much have we spent in Greece since we 
started ? 

Mr. Hotuisrer. We have given Greece $853 million of nonmilitary 
assistance since March 31, last. 

Senator Rosrertson. Van Fleet was in Athens when we were over 
there as a group from this committee in October of 1949. He just 
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cleaned up the Communists, I never saw a more grateful people 
than the Greeks were at that time. 

I wanted to go to the birthplace of Demosthenes and get a little in- 
spiration. On the way out there we stopped at one of those little olive 
factories and they were working there; it was in there, no shirt on, 
cotton pants and no shoes on, one of them spoke. They put him on 
2 or 3 of these bales of pits that they had squeezed the oil out of. 
He made a speech to us. 

When I asked this Greek woman who was my guide, “What did he 
say ?”, she said, “When you get back to the United States, tell Uncle 
Truman thank you.” And anybody over there they liked was uncle, 
and he was real uncle over there. 

The Senator from Idaho said things seem to have changed over 
there a little bit. 


ASWAN DAM PROJECT 


Senator Dirksen. Mr. Hollister, Senator Holland pursued a line of 
questioning this morning on the Aswan Dam, but no specific mention 
was made of the tentative commitment made by the International 
Bank, which as I understand ran about $250 million. Is that still in 
effect, or did that fall along with the failure of funds ? 

Mr. Hotzistrer. The International Bank offer was for only $200 
million. They agreed to put up $200 million out of a total estimated 
cost of the whole project of $1,300 million. It was estimated that of 
$1,300 million, about 400 to 450 million dollars would be needed in 
foreign currency and about $900 million would be put in local cur- 
rency by the Government of Egypt itself over the years. 

The problem was whether or not this country and England would 
be able to meet the difference of $250 million over and above the $200 
million the bank was putting up. 

An offer was made to Egypt on that basis. The bank agreed to 
stand by with that amount. 

Now, it is like many of these things. The offer was not accepted. 
While I don’t know that it has been officially withdrawn, according 
to the’ Secretary’s statement this morning, it certainly could not be 
accepted without a complete renegotiation and it involves Sudan and 
Ethiopia where the Blue Nile rises. 

And as the Secretary pointed out, the $54.6 million which we tenta- 
tively allocated to this, has been reprogramed, so that none of the 
1956 fund is now available for the dam and there is nothing specific 
in our 1957 planning for it. 

Senator Dirksen. And nothing definite in the commitment of the 
International Bank? 

Mr. Hotuister. No, because the bank was not due yet. The $70 
million which we and the British put up was to be the first step in the 
whole process. It involved certain diversion channels and dams and 
that kind of thing. Construction was to go by phases. It is a multi- 
year project and each phase costs so much money. 

The bank was standing by with $200 million when the time came 
that this money would be needed. 
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GAO AUDIT OF IRAN PROGRAM 


Senator Dirksen. The second question and observation is based 
upon the audit made by the Comptroller General of the pregram in 
Iran. I think that got underway before you came? 

Mr. Houutsrer. That is right. I am quite familiar with the pro- 
ceedings. The Hardy committee of the House has been having hear- 
ings on that report. 

Senator Dirksen. I had occasion to examine it a little. I noticed, 
for instance, that Karaj Dam actually was an unemployment project, 
according to the Comptroller’s report and that only the highway 
relocation, which was a very expensive operation, has gotten under- 
way. 

SEWAGE TREATMENT PLANT 


Then with respect to the sewage treatment plant it seems that that 
was programed for 3-year completion and it will take 6 and there still 
they are using the gutters, according to the Comptroller’s report I 
have here. 

Then they had difficulty with the cement plant. They. could not. 
get any machinery for the cotton plant. In fact, 3 years after the 
project got underway the language of the Comptroller’s report is 
that a significant portion of the machinery was not delivered. 

Then they built the first of the two sugar plants in an area where 
they never raised the sugar beets. They anticipated it would take 5 
vears to become practiced in the art of raising sugar beets. 

All this leads up to one fact and suggestion. In 1952, Governor 
Stassen had sent these teams of businessmen out over the country. 
I do not know how many read the reports. It took a leng time to 
read them, but I read every one of them. I thought they did a fasci- 
nating and phenomenal job. 


PROPOSED FOREIGN-AID ADVISORY BOARD 


Now we have a problem here and that is the dubious feeling that 
the country has today about the foreign-aid program. I wonder if 
it would not be a good idea in the authorization act to provide for 
a foreign-aid advisory board nominated by the President and con- 
firmed by the Senate and get some of the biggest businessmen and 
pay them and let them sit and pass on these things. 

Because to me it is fantastic to think that you build a sugar plant in 
an area where they never raise any sugar beets, or that you built a 
cement plant and could not get the materials for making cement. 

Senator Rosertrson. The Foreign Relations Committee adepted a 
resolution asking us to appropriate $300,000 and all of the Foreign 
Relations Committee would go over there and find out what was going 
on. I thought that is all they had been doing in the last 8 years, was 
going over and finding out. 


UNECONOMIC PROJECTS 


Senator Exienper. I was informed that in Formosa there was a 
plant built there, they thought they had large deposits of silica. I 
don’t know how much money they spent. They operated the plant 
fora month anda half ortwo months. Nomore silica. 

The plant is standing there as an expense to our Government. 
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I asked for some information on that. I hope it is forthcoming 
from the Administrator on the island. I was further informed that 
2 or 3 of the other plants that were erected in a similar way, that is, 
they were built there and they are not operating for the simple reason 
that they did not have the natural resources to work on. 

These technicians that I spoke to you about a while ago who were 
there looking for something to do, do not have anything to work on 
because, as you know, Formosa resources are very limited. 

Mr. Houuister. Quite. 

(The information requested follows :) 


CHINA (TAIWAN) 
EXTENT OF UNITED STATES CONTRIBUTION TO UNECONOMIC PROJECTS 


Questions (Senator Ellender) 

“A. Was a plant built for processing silica, and then allowed to stand idle 
when the anticipated silica deposits did not materialize? 

“B. Were other plants built that are not operating because they do not have 
the natural resources to work on?’ (Both questions, transcript, p. 155.) 
Answer to question A 

1. Project referred to.—Treatment plant at Suao for concentrating and finish- 
ing mica and quartz products from a mine nearby in [lan prefecture. 

2. United States aid furnished.—$37,000 in United States dollars for ma- 
chinery and equipment imports; and about $40,000 equivalent in local currency 
at current exchange rate, as a loan for rehabilitation of mine and processing 
plant. 

3. Project development.—Studies undertaken prior to the obligation of United 
States.aid funds indicated that there were sufficient deposits of mica to justify 
undertaking this project. Construction of plant was completed in July 1954. 
Extensive exploration subsequently failed to locate sufficient quantities of mica 
for a commercial mining operation. By this time, about half of the equipment 
had been installed. The other half has been stored pending allocation to other 
needs, and for this the Chinese Government has been requested to refund $18,- 
323.03 to the United States Government. The half that was installed is being 
usefully utilized in pulverizing talc and limestone. 


Answer to question B 


Other uneconomic projects.—In the course of a recent audit, the question of 
uneconomic projects was explored. Three instances besides the mica plant 
were reported upon. United States aid funds involved in these projects 
amounted to considerably less than one-hundredth of 1 percent of the total 
United States economic assistance to Taiwan. 


PRESENCE OF MANY TECHNICIANS 


Senator Ettenpzr. And why we should have so many technicians 
there trying to find some ways and means to balance industry with 
agriculture, I never could see. 

Yet they are there collecting the salaries. 

Mr, Houutsrer. Of course, you are both raising very interesting and 
very important questions. I think most of the things you refer to are 
water over the dam. We are trying to improve the thing as well as 
we can. 

Senator Exzrenper. I hope you are going to change it from what it 
was before you were—— 


ENGINEERING GROUP 


Mr. Hontisrer. I have set up an engineering office which we never 
had in the organization, a complete engineering group, to study very 
very carefully capital expenditure at this time to be sure we don’t go 
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into anything else, unless, as you say, the economic situation is right; 
there are enough raw materials, satisfactory transportation, and labor 
as well as the capacity to use the output of it. 

On anything of this kind there will be some mistakes. All we can 
try to do is to make as few as possible. 

As I say, there is bound to be a certain amount of wasteful proceed- 
ing spending all this money all around the world; there are so many 
people working in the program ; there are 50 missions. 

Add all the big companies together and their assets are still not as 
«reat as what we are doing. I do not say this with any particular 
pride, but to tell you the particular problems we have. 

It is innate in the fact that after this war there were vacuums cre- 
ated and if we did not move into certain vacuums the Russians were 
voing to. 

Great Britain was the policeman for years. They cannot carry on 
any longer. 

We feel after a good deal of thought it is wiser to pursue this pro- 
gram and to try to keep this work going, to encourage nations to be 
free, and particularly to back up the nations whose armies are re: ady 
to fight on our side. We think it is cheaper to do these things than to 
pull our skirts in and say “Let the Russians move into the vacuum all 
around the world.” 

That is basic vision, really. It is expensive and it is going to remain 
expensive as long as the world does not change. 

We are always hopeful there will be a change and it won’t be neces- 

sary to continue these great expenditures. 

Senator Dirksen. Mr. Hollister, there is this fact about it and I 
think the committee, of course, has the responsibility to look down the 
road a little and see where we are going. 


PROGRAM IN YUGOSLAVIA 


I notice in the language of the justification here, if I can find it, for 
instance, under Y ugoslavi ja it says that it is going to be necessary, evi- 
dently because of certain internal weaknesses there, to carry that. pro- 
gram on for a number of years to come. 

(Discussion off the record.) 

There is no figure here to indicate how much that will be. Here 
is the language of the justification that gives me some concern: 

Over the next few years Yugoslavia will not be able either to continue the 
buildup and maintenance of effective defense forces or to progress significantly 
toward rational industrialization with a reasonable standard of living without 
external assistance. Given the existing low level of personal consumption, the 
severe shortage of foreign-exchange reserves, the limited earnings of hard 
currencies, the current stage of domestic production facilities, and limited tech- 
nical experience, Yugoslav ability to meet needs with its own resources is greatly 
circumscribed. Assuming the continuation of present U. S. policy toward 
Yugoslavia to help maintain its independence, a continuing need for defense 
suport assistance should be recognized. 

Now, we are going to come up full tilt against this thing, if not 
this year, or the year after that. It is running in a very substantial 
public resistance already as you know. 

Obviously, Congress being the servant of the people, have to take 
account of it. That was one reason I was shopping around in my 
own mind about something that would give our people a sense of 
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assurance, and I think they would find it out of a group of pretty sea- 
soned businessmen who would have any authority so that a dollar 
was not spent unless they were sure that the situation was exactly 
right. 

I think it would inspire a degree of public confidence. 


COMPTROLLER GENERAL'S REPORT 


Then, secondly, of course, with respect to the future aspects of the 
program, you will never know what a wave of emotion you will run 
into on it. It has gathered up considerable steam already. It is not 
that I evaluate it in a political fashion, because that does not make 
any difference to me and doing what I estimate to be my duty for the 
security and defense of the country, but I would not like to be in the 
unhappy position of someday making a speech in defense of it all and 
then have somebody wave the ( ‘omptroller General’s report at me and 
ask, “What do you have to say about this?” 

Build a sewage- -treatment plant up in Iran, what it amount to, 
still using the gutters, as the ( Comptroller General says. Here is his 
language: 

Still, open gutters which nullify the advantages of the treatment plant. 


That is a rough thing to say when you have appropriated money 
for it. 

Senator ELLenper. [sthat in Iran? 

Senator Dirksen. Yes. 

On the cement plant he says: 

Its capacity exceeds the supply of raw material, which cannot be obtained 
without additional investment in new equipment. 

I would like to feel a little more confident about certainly the in- 
dustrial aspects of the program. 


CAMBODIA ROAD PROJECT 


Now, we are going to build a wharf, a dock, and road, so that Cam- 
bodia will have access to the Gulf of Siam without having to go 
through Vietnam on the theory that they might get into trouble 
with their neighbor someday and have no access to the water. 

Well, I took a look at that country. We flew down there. It is esti- 
mated to cost, I think, about $15 million. I am for the expenditure, 
looking at its potentialities provided the engineering aspects are 
feasible, economic ‘ally it is sound, and then someday they just do not 
throw the book at you and say, “Well, he has it. There is your road, 
with the tigers and elephants running over it and all grown up in 
tropical vegetation. 

I sort of want to be sure about it. It is an engineering problem 
and it is a business evaluation. 

(The information requested follows :) 


CAMBODIA 
Port—H1iGnway PROJECT 


Question (Senator Dirksen) 


“Ts the port-highway project in Cambodia feasible from an engineering stand- 
point and economically sound?” (Transcript, p. 161.) 
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Answer 


1. Engineering feasibility—RBefore initiating the project, ICA fimanced a 
reconnaissance survey by the United States engineering firm of Brown & Blauvelt. 
Engineers traced a route for the highway, estimated its total cost at about $15 
million, and indicated that the highway is feasible from an engineering stand- 
point. 

2. Economic benefits—When the port is completed, the highway will become 
the main artery of commerce in Cambodia. It will save scarce foreign ex- 
change now required to pay for transportation through foreign ports. In ad- 
dition, it will open up a rich area for development, especially for the lumbering 
industry. 

3. Progress and cost.—(a.) Michael Baker, Inc., a United States engineering 
firm, has been engaged to engineer the road and supervise construction. Baker’s 
staff is now on location, designing the highway. 

(b.) Proposals are being received from various United States contractors for 
the construction phase of the project. The contract is expected to be let so that 
work can begin in October 1956. 

(c.) Brown & Blauvelt estimated the highway’s cost at $15 million. It may 


cost between $2 million to $3 million more, depending on the bids received 
from construction contractors. 

4. Background.—By financing the highway, the United States is helping 
Cambodia achieve one of its most cherished national objectives. Cambodians 
have long felt the need for a deep seaport to relieve them of dependence on 
foreign ports. When the United States Operations Mission was established in 
Cambodia late in 1954, the Cambodian Government made an urgent request of 
the United States country team for assistance in building a port and connecting 
highway to the capital city, Phnom Penh. Shortly thereafter, the French 
announced an intention to build the port and the United agreed to construct the 
connecting highway. 


MAINTENANCE OF PROJECTS 


Senator ELLenper. In addition to that is it necessary to look into 
whether or not the country in which we build these projects can sus- 
tain them, maintain them without any further assistance from us? 

As you know, it has often happened that we have built hospitals, 
for instance, in South America here, where we were to take care of the 
hospital for 6 months, hoping to turn it over to the people for whom 
we built it. I know of one we have been in possession of for over 2 
years with our own doctors. They do not have the technicians to at 
tend to them. 

We have many projects. 

Mr. Houuisrer. I agree with you. 

Senator ELLenper. No doubt about that. To build a project like 
that, that is where you get your enemies because they say, “Here is 
what you have built for us. Why don’t you come and take care 
of it?” 

The great trouble is you have in Formosa as well as in other parts 
of Asia a lot of these fellows who are trying to spend all they can 
without taking into consideration the ability of the host country to 
operate these facilities after we erect them. 

(See ICA comments on p. 51.) 

Mr. Houuister. May I merely say that to the best of my ability and 
that of my organization, we are now trying to take into consideration 
all the matters which you are raising and which you criticize. 

Senator ELtenper. The great difficulty I see, though, Mr. Hollister, 
is that you are taking that into consider ation, but you are coming here 
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for more money than you asked for last year. That is what I cannot 
understand. 

It is my belief you are going to discontinue it, maybe in a different 
fashion, but the amount you are asking is more than was asked ’last 
year. 

PROGRAM UNDISTRIBUTED BY COUNTRIES 


I would like to ask you to do this for me, if you do not mind. When 
you referred to Europe, you said the entire program for the fiscal year 
1957 is $851,371,000. Then you go on to say that this would be ap- 
portioned. You have at the bottom of the page, “Undistributed by 
countries.” I wish you would tell us what that is. 

Mr. Horsister. I assume the “Undistributed by countries” item of 
$72 million would be many things regional in nature. 

Senator ELienper. Could we have that set out? You say “undis- 
tributed by countries.” You have delivered up through February 29 
$499,151,000 of military assistance. You have got on hand $132,923,- 
000, and. you propose a program for 1957 of $72,320,000. 

Then you go on down to nonmilitary, and you have already spent 
for this same purpose $553,135,000. The unexpended balance in that 
account is $26,380,000, and you are asking for $15,900,000 more. That 


same thing obtains to everything. 
FUNDS FOR BERLIN 


Mr. Hoxrisrer. I can answer that one immediately. I think that 
$15 million includes $12 million for Berlin. 

Senator ELLenper. That is quite a sum of money there. In that 
item, you have over $1 billion that you have already expended, and you 
have $159,303,000 in unexpended, and then you go down under “Near 
East and Africa, undistributed by countries,” and you have a total 
there of military and nonmilitary of $128,583,000 that has been deliv- 
ered. There is $36,911,000 in the undistributed. You go down to Asia, 
that is south Asia, Far East, Japan and so forth, and you have got 
there in military ‘and nonmilitary a total program of $160,515; 000 
already delivered, with $157,864,000 in the pipeline, and you are asking 
for $236,335,000. 

Now, the reason I am asking for that information is that this ap- 
pears at the end of the items that you set out for Asia, wherein you 
name all of the countries, and how that money should be distributed. 

Mr. Hottister. I understand. 

Senator Extenper. If you can let us have a breakdown as to what 
that is, and where it is being spent, that will be helpful. 

Mr. Hotutster. We will break it down in large categories. You 
would not want all of the odds and ends. 

Senator ELLENpDER. Oh, no. 

Mr. Hotutster. You just want the big items. 

Senator ELLENpDER. Yes. 

Mr. Hotuisrer. This was compiled for convenient reference on three 
pages. 
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Senator E.itenper. I would judge from that information that it 
must be given to other countries, or maybe the same countries for which 
you are providing funds already. 

Mr. Hoxuister. Well, in any regional operation, it is very hard to 
allocate among countries. 

Senator ELtenper. I would like to have that broken down. 

(The information requested follows :) 
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MUTUAL SECURITY APPROPRIATIONS, 1957 


BREAKDOWN OF MAJOR APPROPRIATIONS 


Senator Dworsuak. Would you refer to one of your charts, total 
fiscal year major appropriations, military and nonmilitary, and you 
have three segregations on the circular chart, and then at the bottom 
the total, $4, 995 million. (See p. 98.) How do you explain that? 
That is an allocation. Certainly you don’t intend to actually spend 
that money in fiscal year 1957, do you? There is the chart 1 am re- 
ferring to. What is the significance of that ? 

Mr. Hotuister. This simply breaks down the total which we re- 

uested this year. There were certain small carryovers of $190 mil- 
lion from the year before. That is really how it breaks down. There 
is advanced weapons, and all others, and then this 43 percent. What 
we did was to point out the fact that these 7 countries take 50 
percent of the total money. We thought this would be interesting to 
the members of the committee. Fifty percent of the military and 
nonmilitary expenditures are in these places where the big armaments 
are. 

Senator DworsHak. The total is about $5 billion. Are you going 
to allocate that in 1957, or how much of it are you actually going to 
spend ? 

Mr. Hotuister. We won’t spend that much. That is the amount 
of the authorization and appropriation for which we are asking. It 
is in addition to some carryovers of the year before and it will be 
obligated during the coming year. 


PROGRAM TIMETABLE 


Senator DworsHakx. How long would it take you to fulfill those 


particular programs? 

Mr. Houser. It would depend. As far as the nonmilitary part 
of the program is concerned, Senator, what we obligate in one year 
is pretty well spent in the next. That is the same amount. 

Now, it is true that we might obligate for a project in one year and 
that it might take 2 years to finish it up, but the volume of expenditure 
would be about the same. In the military program the volume of ex- 
penditure is slightly less than our request. The military expendi- 
tures are running around 2.2 or 2.3 billion dollars. Ours run about 1.8 
billion a year. 

Senator Dworsuax. Regardless of the amount of the appropria- 
tions, you are requesting, or the allocations, you are maintaining about 
the average rate of expenditures for both military and nonmilitary 
which you have had during the past several years? 

Mr. Horrisrer. It is about the same as the last couple of years. 

Senator Dworsuak. That is all. 

Mr. Hotutster. May I ask that my statement go into the record with 
the charts ? 

Senator Haypen. That will be done. 

(The statement and charts referred to follow :) 

Of this balance, the total amount unobligated at the end of the current fiscal 
year will probably be between $165 million and $190 million. The largest items 
in this unobligated balance deserve special mention. Approximately $90 mil- 
lion of the President’s Fund for Asian Economic Development will be unob- 
ligated on June 30, 1956; this will be available for 2 more years and this amount 


is expected to be completely programed and obligated in fiscal year 1957. 
The President has requested the appropriation of the remaining $100 million 
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authorized for the Asian Fund. The House, while continuing the availability 
of the existing appropriation, proposed the repeal of the authorization of the 
further $100 million. If this action of the House is reversed and the $100 million 
were in fact to be appropriated, it is expected that $35 million of the further 
$100 million would be obligated in fiscal year 1957, leaving $65 million available 
for obligation in fiscal year 1958. 

The Palestine Refugee Fund is expected to have an unobligated balance of 
$45 million at the end of the current fiscal year. Events in the Middle Bast 
have not permitted the expenditure of this sum, which will eventually be needed. 
We ask that this be carried over. 

The military appropriation requested for fiscal year 1957 (except for the 
advanced weapons program which I shall touch upon shortly) is somewhat 
greater than 1 year of military assistance expenditures at the rate at which 
we are now actually delivering weapons, supplies and training. The nonmilitary 
appropriation requested is equal to about 1 year of economic and technical 
assistance expenditures at the current levels. We are able to function with a 
much smaller backlog of funds in ICA than is the Department of Defense, since 
the items which are the subject of nonmilitary expenditures tend to have a 
much shorter “lead time” than military items. Mr. Howell, the Deputy Comp- 
troller of ICA, is present to answer any questions about the details of ICA’s 
unexpended balances. 

My next chart (chart 1V; see p. 96) shows separately, for military and non- 
military activities, the levels of appropriation and expenditure for the past 
several years; it also shows the unexpended balances as they were developed 
by these rates of appropriation and expenditure. 


THE MILITARY ASSISTANCE PROGRAM 


You will receive from representatives of the Department of Defense a detailed 
description of the military assistance program. However, as coordinator of 
the entire mutual security program, I should like to comment on two matters 
which I regard to be of particular importance. 

1. A program of military assistance for any country must take into account 
the entire situation of that country. First, of course, it is necessary to consider 
the foreign policy of the United States with reference to the particular country 
concerned. In addition it is necessary to bear in mind (a) the risks confronting 
the country and their effect on the security of the free world; (0) the opinion 
of the Joint Chiefs of Staff as to the defense force base necessary for each 
country; (¢c) any nonmilitary projects needed to give direct support to the 
military effort; (@) the capacity of the country to obtain and pay for the equip- 
ment and supplies which its forces need; and (e) the extent to which outside 
aid is necessary in order to prevent injury to the country’s economy. 

2. Almost half a billion dollars is included in the military assistance program 
for a new program to equip with advanced weapons those of our allies who can 
use such weapons effectively in the free world defense effort. This is an im- 
portant step in arranging equipment of allied forces on a basis which conforms 
with new defense concepts. This advanced weapons program, begun late in the 
current fiscal year, will receive, from the funds requested for fiscal year 1957, 
the impetus necessary to sustain it in its initial phases. The program provides 
our allies with increased capability of countering the more modern equipment 
now being provided to Communist forces. It will also reassure our allies that 
we intend to share our scientific resources in building an up-to-date defense 
for our mutual benefit. Since the presentation of the program to the Congress 
by the President in March, approximately one-fifth of this advanced weapons 
program has been already funded from fiscal year 1956 appropriations. This 
action was designed, as a matter of special priority, to assure timely delivery 
of certain long-lead time items and to effect important economies. It does not 
change the total of either the advanced weapons program or the overall military 
assistance requested by the President for fiscal year 1957. 


THE WORLDWIDE COVERAGE OF THE PROGRAM 


An examination of a map of the world shows that both military and non- 
military programs are proposed in all those areas of the free world in which 
our interests in peace and security are most seriously at stake. (Chart V, 
aid to certain dependent overseas territories of larger nations is not shown, 
nor is aid to countries in which our sole activity is the atoms-for-peace program. ) 
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Forty-three percent of the total program proposed by the President for fiscal 
year 1957 will go to seven countries on the periphery of the Sino-Soviet bloc. 
All these countries are critical spots in the global defense effort of the free 
world (chart VI; see p. 98). Each of these seven is maintaining a defense 
establishment well beyond its capacity to support unassisted without serious 
injury to its economy. The United States cannot avoid the expenditures pro- 
posed in these countries without a major risk to free world security. 

The same seven countries would receive 49 percent of the funds proposed by 
the President for nonmilitary programs in fiscal year 1957 (chart VII; see p. 99). 
They would also benefit from certain other parts of the program. Those in the 
Far East will undoubtedly be helped by activities conducted under the Asian fund, 
and Turkey and Pakistan would be likely to gain benefit from the Middle East 
and Africa fund if it were to be established. These two funds make up an 
additional 15 percent of the program. The President’s contingency fund (sec. 
401 of the Mutual Security Act) takes up 5 percent, and our contribution to 
various United Nations and other humanitarian programs and our necessary 
administrative expenses account for a further 6 percent of the nonmilitary pro- 
gram. The 27 percent planned to be spent for the benefit of other nations in the 
free world are expenditures deserving high priority from the standpoint of the 
security interests of the United States. 

A comparison of the nonmilitary appropriation request by the President for 
fiscal year 1957 with the appropriation for the current fiscal year indicates that 
an increase of about $180 million is sought (chart VIII; see p. 100). This in- 
crease is accounted for primarily by the proposed Middle East and Africa fund 
of $100 million and the increased defense support assistance required by certain 
Asian countries maintaining military forces well above their capacity to support 
alone. 

An examination of the trends in our nonmilitary aid to the various regions of 
the world over a 5-year period clearly demonstrates the greatly reduced emphasis 
on aid to Europe and the substantial increases in our assistance to Asia, the Near 
East, and Africa (chart IX; see p. 101). 


EUROPE 


For the NATO countries of Europe (excluding Greece and Turkey, which, for 
purposes of the program are treated with the Near East), except for military 
assistance, the fiscal year 1957 program proposes only a relatively small amount 
for European technical exchange. 

With respect to military assistance, apart from the advanced weapons program, 
the fiscal year 1957 program in Europe as requested by the President consists of 
(a) nearly half a billion dollars for advanced weapons, and (b) about the same 
amount for spare parts, maintenance items, equipment lost by attrition, and some 
modernization of equipment. The level of the forces, in whose equipment we 
are assisting, remains substantially as in former years. The action of the House 
seriously embarrasses this program for military assistance in Europe by impos- 
ing a ceiling of $402 million for such assistance to Western European countries 
other than Spain. This means that either (@) the important advanced weapons 
program or (b) the maintenance program must be cut out, or substantially re- 
duced. Happily, the bill reported by the Senate Foreign Relations Committee 
omits this restriction on expenditures in Europe. 

The President has proposed continued economic aid for West Berlin, Spain, 
and Yugoslavia in the coming fiscal year. We must not let down in our support 
of West Berlin, which symbolizes the independence and strength of the free 
world far behind the Iron Curtain. Spain and Yugoslavia, which are observers in 
the Organization for European Economic Cooperation (OFEC), have not re- 
covered from the ravages of war and inflation to nearly the same extent as have 
the other nations of Western Europe. Their living standards are well below 
the levels of the more industrialized nations, but both of them have contributed 
and may be expected to contribute to free-world security. Spain has furnished 
us valuable air and naval bases. Yugoslavia retains its independence from 
domination by the Soviet bloc and is joined with our allies, Greece and Turkey, 
in the Balkan Pact. By withdrawing our aid from Yugoslavia, we would under- 
mine the position of the one former satellite of Soviet Russia which has set an ex- 
ample of separate and independent action, which we hope the other dominated 
nations of Eastern Europe will follow. 

The House bill provides for a termination of assistance of aid to Yugoslavia 
unless the President determines that basic Yugoslavian policies continue as they 
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have in the past, that Yugoslavia is free of control by the Soviet Union, and 
that it is in the interest of United States security to continue such aid. Section 
141 of the present act requires that no military assistance or defense support 
may be given to a nation unless the President determines that the furnishing 
of such assistance will strengthen United States security. Accordingly, this 
new condition upon aid to Yugoslavia does not seem to be necessary. The House 
bill also cut defense support for Europe by $15 million with the expressed inten- 
tion of cutting nonmilitary aid to Yugoslavia. The Senate Foreign Relations 
Committee recommended that the amount so cut be restored. 


NEAR EAST, AFRICA, AND ASIA 


A large number of the nations in the Near East, Africa, and Asia have been 
independent for a relatively short time, and some have emerged from a colonial 
status only recently. We find running through them a fairly consistent pattern 
of low annual gross national product, low levels of living standards, inadequate 
industrial capacity and levels of per capita income which compare very un- 
favorably with most of the rest of the free world. 

A number of the far eastern nations have recently suffered from the effects 
of war and are faced by huge Communist forces at their borders. These and 
other nations are among those which have substantial armed forces but do not 
have the resources with which to support them. These forces are a vital part 
of the free world defense effort to prevent external aggression and armed internal 
subversion among free peoples. 

Many of these same nations have difficult economic problems which may 
affect world stability and peace as seriously as the threat of aggression and sub- 
version. They are making every effort to improve their extremely austere in- 
ternal conditions and living standards. They are attempting to rid themselves 
of conditions which give rise to poverty and disease. Quite naturally the peo- 
ple of these nations are demanding of their leaders economic opportunities which 
were altogether beyond their hopes or comprehension a few short years ago. 
These leaders and their governments cannot expect to stand free and independent 
in the free world community if they do not make reasonable progress in sat- 
isfying the economic aspirations of their people. 

We must be concerned as well with the stability and independence of the so- 
called “uncommitted” nations of the free world. Our purpose in having mutual 
security programs in these free nations is to help them to establish and main- 
tain the conditions under which free institutions can survive and prosper in 
the difficult world situation of today. It is our intention not to interfere with 
these peoples’ chosen ways of living and of governing themselves but merely 
to assist them in developing that measure of strength and prosperity which alone 
will permit them to resist Communist aggression and subversion. 

The recent Soviet offers of arms, loans, capital goods and trade to the peoples 
of the Near East, Africa, and Asia pose a distinct danger for the free world, 
for substantially all of these nations have an undoubted need for some form of 
assistance. The choice is ours as to whether we of the free world will find 
some way of helping them or whether we will force them to risk their inde- 
pendence and freedom of action by turning to the Communists. Of course we 
must not permit the program to become part of a bidding contest in which we 
attempt to meet the Communists offer for offer. We might then be coerced into 
proposing and putting into effect programs so far beyond the capacities of the 
recipients that we would do more harm than good. Rather we must proceed as 
we have in the past—to develop sound, helpful programs along tested lines, 
relying on our experience to direct us in helping our friends to achieve satis- 
factory progress. 

TYPICAL COUNTRY EXAMPLES 


I should like to discuss briefly a few of the individual situations in the Near 
East and Asia in order to suggest the problems there and the efforts we make in 
order to meet them. 

The demands of Turkey’s large defense establishment and the costs of her 
accelerated development program have resulted in serious economic strains 
which the Turkish Government is making efforts to alleviate. These efforts 
merit our continued support, for the Turkish military forces contribute vital 
strength to the free world defense effort. Our programs in Israel and the Arab 
States are accelerating the economic development which is so desperately needed 
there and providing a partial answer to the plight of the refugees from Israel. 
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We believe that they also contribute to the solution of the controversies and re- 
duction of the tensions so much in evidence throughout the Near East. 

Pakistan’s heavy defense program deserves our continued assistance, for 
without both military and economic aid she cannot remain active in the defense 
of the free world through her membership in SEATO and the Baghdad Pact. 
India’s particular need is for economic development. This is essential to her 
efforts to maintain her independence. It is in our own interests that we give 
evidence of our long-standing friendship for the people of this free nation by 
assisting her to make the economic progress which is essential to her welfare. 
We achieve an important security objective by enabling this South Asian nation 
to make the progress which will keep it free. 

Unless she receives material aid from the United States, Korea cannot con- 
tinue to maintain as her part of the free world defense perimeter the laregst 
free world army in Asia. Moreover, she is faced with extremely severe economic 
problems, aggravated by war destruction and a great influx of refugees from 
North Korea. While the progress she is making in her efforts to increase the 
living standards of her people is encouraging, Korea is a long way from being 
able to support herself. Cambodia, Laos, and Vietnam are constantly threatened 
with military attack or internal subversion or both, at the hands of the Commu- 
nists. In order that these nations may be able to maintain their defense forces 
and preserve their newly won political independence and economic stability, 
they will continue to require substantial amounts of economic assistance. 


ECONOMIC DEVELOPMENT FUNDS 


The Congress last year established the President’s fund for Asian economic 
development with an authorization of $200 and an appropriation of $100 million, 
the funds to remain available for 3 years. This year the President has re- 
quested (a) the appropriation of the remaining $100 million in the Asian fund 
and (0b) the establishment of a $100 million economic assistance fund for the 
Middle East and Africa. The House bill has merged these two funds, along 
with the development assistance authorization for the Near East, Africa, and 
Asia into a single development assistance fund $100 million smaller than the 
total amount requested for these purposes by the President. The Senate Foreign 
Relations Committee recommends leaving the present authorization of the Asian 
fund unchanged. While there is no reasonable objection to the mere combina- 
tion of these authorizations, this reduction of the aggregate amount and certain 
restrictions upon the funds proposed in the House bill will severely limit us in 
our attempts to achieve our objectives in some of the most politically sensitive 
and economically needy countries in the free world. 

The greatly accelerated Soviet activity in the Middle East and Africa has served 
to aggravate the already serious tensions which have for some time been develop- 
ing there. Moreover, in the past, severe economic and political crises have 
stricken the area with discouraging frequency; this pattern is more than likely 
to continue well into the future. It is for these reasons that the President has re- 
quested the Middle East and Africa fund to be available for carrying out major 
country and regional projects which make a worthwhile contribution toward solv- 
ing the economic problems of the area and maintaining its peace and stability. In 
order that we might meet suddenly arising and urgent situations without having 
to divert funds from soundly conceived country programs, this fund would not be 
programed in advance country by country; it will in this way give much needed 
flexibility in our planning and in the negotiating of assistance for the area. 
While this Middle Kast and Africa fund is not necessarily a regional fund, I feel 
that its intelligent and imaginative use should contribute to some of the area’s 
most serious problems, so many of which affect more than one nation. 

The first major project proposed to be financed from the Asian fund will be an 
Asian regional nuclear research and training center located in the Philippines. 
Among the other regional projects which we have under study are some involving 
mineral resources development, communications, highway, rail, and water trans- 
portation, and various regional centers. We will be unable to act upon more than 
a few of these if an adequate appropriation is not made to the fund. In addition, 
there may be a need to use part of the Asian fund for assistance to individual 
countries. We hope to keep such situations to a minimum. 

The effect of the House reduction in development assistance funds for this large 
area is to reduce our ability to meet emergency situations and to take advantage 
of opportunities for sound regional development. The two flexible funds which 
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the President has requested to meet the pressing needs of the newly developing 
nations in the Middle Hast, Africa, and Asia are vital supplements to the country 
programs which we have developed for them. We can ill afford to limit our own 
or where fast and effective action in behalf of free world security is most 
needed. 


LATIN AMERICA 


The technical cooperation activities which we propose to carry on in Latin 
America in fiscal year 1957 will continue at roughly the same level as in the 
current year. The countries of the hemisphere are carrying on development 
activities of their own through which they are attempting to elevate their social 
and economic standards and improve their living conditions. Our programs of 
technical assistance are integrated with these local activities and, as cooperative 
efforts in which technicians from our respective nations work side by side, they 
are immensely popular among the people. There is no doubt in my mind but 
that these partnership projects, supported as they are by the contributions of 
both this country and the host country, are not only efficient but are a valuable 
source of genuine goodwill between this country and the nations of Latin 
America. 

In Guatemala and Bolivia, we have been providing emergency development 
assistance in order to help these nations meet severe economic crises which have 
arisen there. We propose that this form of assistance, which consists of both 
agricultural commodities for immediate relief and assistance in longer range 
development programs, should be continued in fiscal year 1957. 


OTHER HUMANITARIAN ACTIVITIES 


The United States has for a number of years participated in a variety of or- 
ganized efforts to deal with special problems of economic development and to 
help alleviate the serious difficulties of certain especially needy people whose 
situation is best dealt with through multilateral action. We propose to con- 
tinue our support to a number of worthwhile programs sponsored by the United 
Nations at levels comparable to our contributions in past years. In addition, 
we propose to participate again in the United Nations escapee program to assist 
those who have escaped from communism, the work of the Intergovernmental 
Committee for European Migration (ICEM) and the program of paying ocean 
freight costs on donated relief supplies. 


ADMINISTRATIVE FLEXIBILITY IS NEEDED 


In my administration of the mutual security program I have found that one 
of our most significant continuing needs is for more flexibility. I believe 
you will be able to appreciate the difficulties which we encounter if I review 
for you briefly the planning and programing cycle through which we must 
travel in order to carry our basic objectives into execution. 

Each spring we present the committees of the Congress with illustrative pro- 
grams which have gene through a long process of development. The country 
level planning on these programs begins over a year before they are actually 
presented to the Congress. Both the military and economic aspects of the 
country programs as developed by country teams are subjected to a thorough 
screening in the field and here in Washington; at this stage some programs 
are eliminated or postponed, depending on the priorities and delivery schedules 
which are worked out, and all of the programs are reconciled with the 
fiscal situation. Extensive hearings which are held in conjunction with the 

Sureau of the Budget develop further refinements in the programs. Shortly 
after the completion of this stage in the cycle we must present these carefully 
drawn programs to the Congress. 

Since the Congress often enacts legislation somewhat different from the 
programs as requested, the planning process must continue even after the 
appropriation of funds. A further program review is needed to adjust the 
programs both to the action of the Congress and to any changes in the world 
or country situation which have taken place since the program was originally 
developed. The allocation of funds to particular programs in accordance with 
proper budgetary and fiscal control procedures cannot be completed before 
November or December of the year in which appropriations are made. In 
the case of military allocations it is sometimes even later. It is only then 





MUTUA), SECURITY APPROPRIATIONS, 1957 91 


that we can initiate the negotiations with other governments and with private 
contractors which serve as a basis for actual program execution. We must 
proceed deliberately in order to insure that the money appropriated will be 
spent with wisdom and frugality. Programs involving loans or the sale of 
agricultural commodities, as many of them do, require a great deal more time 
for negotiation since such agreements are generally on a “package” basis for 
the country concerned. 

Multiplying the problems created by this restricting time schedule is the cir- 
culmstance that the people who are involved in the negotiation work must at the 
same time engage in the planning and preparation of the congressional presenta- 
tion of the program for the succeeding fiscal year. The presentation documents 
which are presented for your examination are written and checked with great 
care. They go through extensive interdepartmental coordination, clearance, 
and editing. In order to assure the accuracy and comprehensiveness of these 
documents, the program and operating staffs worked on them for over 2 months, 
and for over 3 months they have been participating in hearings before the several 
congressional committees. At the same time, many of them have been super- 
vising the obligation of funds for the current fiscal year. 

An additional burden is provided by section 106 of the fiscal year 1956 ap- 
propriation act which provides that not more than 20 percent of the total funds 
made available for obligation under the act may be obligated or reserved during 
the last 2 months of the fiscal year. As a result we must negotiate feverishly in 
the early months of the year, and there is inevitably a rush to obligate funds be- 
fore the 1st of May. We must therefore obligate as much as possible before the 
May 1 “deadline” or risk consequent immobilization of some of our funds. 

You can see from this summary of the planning and programing cycle that we 
have an extremely short time in which to obligate mutual security funds. I be- 
lieve that it will be in the interest not only of the efficient conduct of the mutual 
security program but also of economy in the use of the taxpayers’ money for the 
Congress to adopt the following improvements recommended by the President: 

(a) Make military assistance funds available on a “no year” basis in the 
Inanner now applicable to most other military procurement funds expended 
by the Department of Defense; 

(b) Permit at least 25 percent of nonmilitary Mutual Security Act funds 
to remain available until September 30 following the end of the fiscal year 
(i. e., make them 15-month funds) ; 

(c) Eliminate the provision of the appropriation act limiting obligations 
in May and June to 20 percent of the total appropriations for that fiscal year. 
In practice, I believe that this restriction discourages the economical use 
of funds rather than contributing to the cause of economy. 

The enactment of these three improvements will, in my opinion, materially 
facilitate the administration of the mutual security program. 


AGRICULTURAL COMMODITY EXPORTS 


Over the years an important part of this program has been the export of such 
American surplus products as cotton, bread grains, coarse grains, tobacco, dairy 
products and other commodities, and their donation, barter or sale for foreign 
currencies. The magnitude of this program is indicated by the fact that in the 
last 8 years approximately one-fourth of the total agricultural exports of this 
country were financed from the mutual security pregram and its predecessors. 

These exports are financed under section 402 of the Mutual Security Act as 
amended. An analysis of the programs for the last 3 years and that anticipated 
in the coming year shows the decided shift in emphasis away from shipments to 
Europe (chart X; see p. 102). ‘This shift, which results from the decreased needs 
of an economically strengthened Europe, will probably be accompanied by a de- 
crease in agricultural exports under the act. The reason for this is that the 
areas of the Middle East and Asia into which most of our economic assistance is 
now moving are predominantly agricultural and often do not have any need for 
our surplus products. 


ASSISTANCE THROUGH LOANS 


Our policy in administering the program has been to encourage the financing 
of the development projects and activities of nations in need of assistance by 
private investment or through public lending institutions such as the International 
Bank for Reconstruction and Development and the Export-Import Bank. Financ- 
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ing of this character, however, is not always available in sufficient amounts to 
meet the development capital requirements of needy nations. This is often true 
even in countries where the economy is sufficiently stable to indicate some 
capacity for repayment. 

Where such a capacity is apparent, we have provided assistance under the 
mutual security program in the form of loans rather than grants whenever 
this is consistent with the attainment of the objectives of the program. Since 
we wish to see that our loans do not replace public loans or private capital 
investment, we restrict the use of them to situations in which a project could 
not be carried out at all except on terms substantially more liberal than those 
available from the public lending institutions. We have found it difficult to 
maintain a consistently high volume of loans in the program, for either political 
or economic considerations often dictate that the use of a loan would be incon- 
sistent with the attainment of our objectives unless its terms are so liberal 
that it constitutes a partial grant. 


IN CONCLUSION 


As I have tried to show you through this summary of my views on this vast 
program, I am convinced that our need for the mutual security program is 
still great. We have no reason to believe that the threat to our security which 
is posed by the forces of communism has been altered in any significant respect. 
We must be prepared to exploit opportunities to meet this threat in the military 
and economic field. We believe that the program which the President has pro- 
posed will permit us to act with the firmness and the imagination which this 
difficult situation demands. 





NOITIIW 098 vs Nn Bltzs 


1957 


juawdojanag 


wn 
Zz 
© 
— 
= 
Ay 
© 
e 
a, 
a 
< 


pun, juawdojenag uoisy 


SECURITY 


OOI$ puny juewdojerag uoIsy 


puny OI!4j;y B IS03 a/PPIW -_ 
puny Aouabuyuoy sjuapisasg 


ISIMOIY NoLMdOddY L544 SNOLMKddadA 9961 AA 
WOUANNY AE SHOLLIAAONAY ALINDIS THNLIW 


I L4VHO 


MUTUAL. 





ISINO3Y 


NOLIVNdOYddY SNOLIVRdONddY ie SNOLLWIRdOYddY oA SNOLIWIAdOUdd¥ a SNOLWISdONddY 
(56 A 9561 Ad L561 Ad 9961 Ad i561 3 961 Md 
C6 1% NN NYO 

WHO NW LSVITIOOIW —_INSINAOTSA30 NvISY 


LSI ESI OLI cI 


NOLLVHIA00I FONVLSISSY 
TYOINHIUL INIWAOTINIO 


( supjjog 4o suoriy, ) 


NOLLNNA £8 
SWOLLWRAdOAdAY ALLNIIS TYNLNW 





1957 


mM 
Z 
= 
& 
< 
— 
jon 
Ay 
° 
jew] 
a 
a 
< 
a 
& 
— 
[on] 
p 
oO 
Q 
77) 
nw 
< 
=) 
e 


Pelsonbs, 6i%eq s Golfojidosddoes Gajqm so) spiny Giojs90 sepniox3 


UOWOZLOUNY UOYOZUOUNY UOYDZUOUNY 
esnoy ysanbey esnoy jsanbey esnoy jsonbey 
hq peywiry sy uoyoysiuupy hg peywr] Sy uoyoysiuupy hq peywiy sy uoyoysiuwpy 


Ova -NN 15 
worm) ¢ pO e808s9u) 


“LdOddns 
| 3SNa430 


2 PSONVISISSV 
— 


Fes081309 
O|OWeOND 404 


NOILVHAdQOO |r = chi 
“WOINHOSL sa 


WOHw ZOH FS 01 ( WIOdS 
§d92%8) edoung o 


UOLONPsy BIO Shyu) 111g SNOW 


(suo/bey tiv) 
e2u0;s)s8y jueWdo/erad 
puny voy 


ee : pong 03 6 esnoy hq pezuoun 
wonte 128 mV osmY mien on oLe ysenbey es ev na 
GNN4 TWNOID3Y 8 
FONVLSISSY LNSWdO13A30 OO TERY Fk aa 


uoYoy asnoy pup ysanbay uoynysiulupy jo Uosumdiug7 


L561 £1 YOS SNOW VISAOdA ALIAS TOMLIN 


Ill L4VHO 


79607—56——7 





1957 


ao 
Z, 
2 
& 
| 
[any 
Qy 
° 
an 
Ay 
a 
< 
ba 
Es 
& 
=) 
oO 
i) 
MQ 
= 
< 
p 
= 





wie SIO [POS14 Sf) | 
2S, 9G, SS, vS, £S, 2S, 1S, OS, 606) u¢. 9S, GS, ¢S, ¢S, 2S, IS, OS, 66! 
: " 0 


O€ 3NNf NO 
OlLViddONddVY G30N3dX3NN WWLOL 





e\ 


—_——— S3YNLIGN3SdX3 IWANNY— 


__\.NO Noliviudodddy, ‘\ 


Q30N3dX3NN 87 NolvindOdddY 
TVANNY 


AaviWwNON —_(_Sie|J0q Jo SuoIilig ) ACtLITIN 


STONVIVE GRONRLI  SRRMNLIONRIE ‘SNOLLUDKAOXAAY 


AI LUVHoO 


Se4UNOD BI ATNO ANVLITIN-NON ER 
souwuno) @Z AUVLITIW-NON 8 AUVLITIN J | 
$a)UNOD g A0N0 Auviitin SR 


1957 


ae 
Z 
°o 
— 
a 
— 
a 
oy 
o 
ay 
Ay 
< 
ps 
et 
_— 
fe 
Pp 
2 
— 
n 
= 
< 
=) 
om 
= 
= 


LS6I AJ“ dSW-IMLVUILSV SHALNNO? 


A LUvHo 





~ 
2 
o 
_ 
mM 
Za 
° 
= 
3 
& 
a 
© 
jen] 
Ay 
= 
< 
Pa] 
>) 
—_ 
0 
2 
Oo 
a 
M 
—] 
< 
E 





UOYjel SEG ps --- /42 


ASN 
NVLSINVd ae 
sovT 2%9p> 


40440 IIV 
VIGOESWVO 
WYNLSIA oo 
NVMIVL 
VsAYOy 


Aap - oy pin Adeyryy 
SNOLLVIOTIV YOIYW - Wee90%d 56! 44 THLOL 


IA LUVHO 


vom'W $66 /$ --- wiaubOty 210 


ASMYENL 
NVLSINVd 
SOV] 
VIGOSWVO 
WVNLSIA 
NVMIVL 
VAYOm 


pun yy 
pud 1$03 9/DpIW 


Sd 
an 
eS 
mt 
wn 
Z 
© 
B 
< 
— 
fo 
Ay 
° 
jew} 
5 
va 
H 
— 
fot 
~ 
oO 
2 
77) 
2 
: 


puny Kouabuyuoo! 
S,juapiselg 


Wee190ed AYULITIN-NON L561 AZ 


IIA LUVHO 





UO CLL Lee << k0/ 


HOW 098s UOIITIN| 199 '}s 


1957 


LSINOWY NOL YRdOddY LS6I Ad SNOLVId ONY 956) Ad 
NOLLINML KG 


SWOMLVIAdONddY =AYVLITIN-NOV 


TMA LYVHO 


) 
Zz 
= 
& 
<4 
— 
o 
© 
oa 
- 
Py 
< 
baa 
B 
=~ 
pa 
> 
oO 
& 
M 
i 
E 
~~ 
a 








bt 
30 
o 
= 
wn 
Zz 
o 
a 
4 
jo] 
oy 
° 
[a 
si 
be 
u 
— 
fe] 
D 
oO 
& 
M 
4 
: 
e 
a 


SiDe, [0Os|4 


LS, 95, SS, ¥S, $S61 : 1S, 96, SS, 5, €S6l . 


JOJO] $9 “IZ -LS6I Ad 
JOJO, $0 %SI -€S61 Ad 


IDyoL JO %E - 1G61 Ad 7 11040140 % 09- [S61 Ad may %¢ - Is Ad ¥ 


YOILIWY NLLWT visY | FAOYNI 
( SuD|}0q] 40 SUON}HW ) 
LS, ONY 95, 401 WUA90Md S96) HOMOSH! SNOLIYATIO 


VIM A9-SWVLI0Md AYLI -NON 


XI LUVHO 


~ 
ao 
ms 
= 
Rn 
A 
= 
e 
=< 
— 
jew} 
a 
© 
cc 
= 
~ 
<= 
> 
& 
— 
os 
p> 
oO 
Q 
mM 
= 
< 
DP 
i 
2 
a 





SOI VOI VIS S$ SOPNIDXZ g@ 
LS-SSG6I 4% ZO VOHIIS Puc "PSE! 4 OSS YOHIAS @ 


$102 |09SI4 “SN 
(483) 


9S6I SS6I .VS6I 


SAIMLNNOO YBHLO OL | 


6ve 
SSINLNNOD NV3dONNS OL——> 
L9v 


(S4D]}0G 40 SUOI)}IW ) 


-SIILIGOWWOD TVENLINDINOV SMdYNS 4O SIIVS VI 


X LUVHO 


@® Excludes $2! in ICA Gronts 


MUTUAL SECURITY APPROPRIATIONS, 1957 103 


AUTHORIZING LEGISLATION 


Senator ELLenper. Now, as I understand, Mr. Chairman, Mr. 
Hollister will be available later on with his staff, so as to go into the 
details of all of these programs, and that I presume will be done 
after the bill is enacted by both Houses? 

Chairman Haypen. We cannot act on this bill until we know what 
our authority to act is. That cannot be determined until the authoriz- 
ing legislation. 

Senator Extenper. The point is, will we wait until after the bill 
is finally passed? I know I would like to be on the floor when the 
bill comes up for debate. 

Chairman Haypen. Certainly. I don’t see how it is possible to 
dispose of this bill until we know what we have authority to do. 

Mr. Hotutstrer. This is the most important thing we have before 
us, and I hold myself and my staff available for call any time, in order 
to make the picture clear to you. 

Chairman Haypen. May I say my idea is this, of course; when we 
set these hearings, we had hoped that the legislation would be passed 
by this time. It is slower in enactment than we had anticipated. We 
are doing the best we can by asking you to come on one occasion, and 
Secretary Dulles on another, and Admiral Radford and Secretary of 
Defense and so on. These will give us a general idea of the thinking, 
and what we have accomplished. 

The details of marking up the bill and actually reporting it to the 
Senate will have to await the enactment of legislation. 

We thank you very much for your appearance. 

(Thereupon at 4:10 p. m., Pander, June 19, 1956, the hearing 
recessed, to reconvene Wednesday, June 20, 1956, at 10 a. m.) 
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WEDNESDAY, JUNE 20, 1956 


Unitrep States SENATE, 
CoMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 

The committee met at 10 a. m., pursuant to adjournment, in room 
F-37 of the Capitol, Hon. Carl Hayden (chairman of the committee) 
presiding. 

Present: Chairman Hayden, Senators Ellender, Robertson, Young, 
Knowland, Thye, McCarthy, Mundt, Smith, Dworshak, Dirksen, 


and Potter. 
DEPARTMENT OF DEFENSE 


STATEMENTS OF HON. CHARLES E. WILSON, SECRETARY OF 
DEFENSE; ADM. A. W. RADFORD, CHAIRMAN OF THE JOINT 
CHIEFS OF STAFF, AND PERKINS McGUIRE, DEPUTY ASSISTANT 
SECRETARY OF DEFENSE 


GENERAL STATEMENT 


Chairman Haypren. The committee will come to order. We are 
glad to have the Secretary of Defense, Mr. Wilson, before us this 
morning. We are pleased to hear from you, sir. 

Secretary Witson. Mr. Chairman and members of the committee, 
I appreciate the opportunity to discuss with you the mutual-security 
program for fiscal year 1957. 

Within the Department of Defense the military-assistance program 
is one of our most important activities and is closely integrated in our 
planning for our overall defense effort. It has received the close 
attention of the Joint Chiefs of Staff and the senior civilian and 
military personnel in the Department of Defense. 

There has not been any proven change in Soviet long-range objec- 
tives for world domination. We must, therefore, continue our policy 
of seeking to insure our own security by sound defensive measures. 


AMOUNT REQUESTED 


The President has requested $3 billion for fiscal year 1957 to carry 
out the military-assistance features of the mutual-security program. 
These tunds are necessary unless we rest our security largely on our 
own strength. Our security is based on the maintenance of strong 
United States forces supplemented by a series of formal alliances in 
which other nations have agreed to join together with us in the interest 
of collective security. Our allies contribute not only military forces 
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of impressive magnitude but also essential overseas bases which are 
integrated into our defense plans. Thus, for our own protection we 
must assist in developing the collective strength of the free world 
as a whole. 

We should take particular note of the great effort of Canada. 
Without the cooperation of the Canadians our own military effort 
would be seriously jeopardized. 

Economic resources of many of our allies, of course, do not permit 
them to maintain unaided the defense establishments which man- 
powerwise they are capable of doing. Therefore, our mutual-security 
program is one with many varying forms of assistance, but it is a pro- 
gram which can truthfully be described as a mutual one. 

The Department of Defense has given the administration of this 
program a high priority and we are taking measures to strengthen our 
organization. While the three military departments are used wher- 
ever possible to carry out the program, during the past year we have 
concentrated operating control and responsibility in the Office of the 
Assistant Secretary of Defense, International Security Affairs. In 
many respects our military assistance program could be considered as 
a separate service. 


PROGRAM REVIEW AND COORDINATION 


The program we are proposing has been carefully reviewed by the 
military services and the Joint Chiefs of Staff who have participated 
in its preparation. It is an integral and important part of our overall 
security system. The program has been carefully coordinated with 
the State Department and the International Cooperation Admin- 
istration. 

The new obligational authority we are recommending for military 
assistance for the next fiscal year is consistent with the longer term 
recommendations of the Joint Chiefs of Staff. 

Admiral Radford is here with me today to answer any questions 
you may have with respect to the military and strategic importance 
of the military-assistance program, and Mr. E. Perkins McGuire, 
Deputy Assistant Secretary of Defense (ISA), will describe the 
program in detail at a later date. I would like at this time to empha- 
size some of the more important points in this program. 

In all of the countries for which we have recommended programs, 
we have based our recommendations upon our ieonatenk of their 
military needs and capabilities and how they fit into the free world 
defense effort. Therefore, there are many countries for which both 
military and economic programs are being recommended. In those 
countries for which both types of assistance are planned, the military 
and economic portions of the program go hand-in-hand. Some 
countries can only support their military forces with the economic 
aid that we supply in the form of defense support. 


VALUE OF MILITARY ASSISTANCE PROGRAM 


I should like to speak briefly about the value received for our mili- 
tary-assistance money. It is our policy to provide only such eer 


ment and training as the recipient country is unable to provide from 
its own resources. Today we are helping to support approximately 
200 divisions in the armies of our allies. This force is several times 
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the strength of our own Army. Our support also helps to maintain 
important strength in Allied air forces and navies. 

The military-assistance program and the forces it helps to support 
are very definitely taken into account in determining the require- 
ments of our own Defense Kstablishment. I am certain that without 
the support our allies and partners give us we would in all prudence 
need to increase the size of our own Armed Forces at a very much 
greater cost in manpower and in money. To cut military assistance 
materially at this time would present serious risks to the defense of 
the United States and the free world and would require a complete 
reevaluation of our international position and of our own military 
budgets. 


FUNDS FOR ADVANCED WEAPONS 


There is one new feature in the 1957 program to which I want to 
draw your attention. I refer to the request for about a half billion 
dollars for advanced weapons. By the term “advanced weapons,”’ 
we mean weapons, such as high performance aircraft and missiles, 
and supporting equipment, particularly early warning and commu- 
nications equipment. This equipment bas been dev reloped since 
World War II and we are now modernizing our own forces with it. 

Since much of this equipment is of very advanced design, it is 
vitally important that we begin as soon as possible to furnish initial 
quantities to selected areas in order that our allies can develop the 
trained personnel required to permit effective use. It would be 
difficult, if not impossible, to teach the technology of advanced 
weapons to the required number of personnel after an emergency 
arises. 

Many of the new items programed for this year will not be delivered 
for some time, but because of the lead time involved they must be 
ordered now. Scientific developments and production schedules in 
this field are constantly changing. We will keep this program under 
constant review in order to take advantage of opportunities for 
improving and modernizing it as they arise. 


DELIVERIES TO NATO 


The advanced weapons are largely scheduled for delivery to NATO. 
The Secretary of State has already testified as to the crucial impor- 
tance to our foreign policy of maintaining the vitality of this partner- 
ship. From the defense viewpoint, the military forces and defense 
contributions of the other members of NATO are of particular impor- 
tance to the security of the United States. We must help to provide 
these partners with advanced weapons to permit an effective defense 
against newly developed instruments and methods of attack. At the 
same time we must provide essential support to existing defense 
capabilities without which our program of advanced weapons would 
be almost worthless. 

The United States has in this continuing program of military 
assistance taken a major step to strengthen the common defense of 
the free world against aggression. This program was designed to 
prevent war by replacing with a substantial measure of strength the 
weaknesses of the early postwar years, which might have led an 
aggressor to believe he could have achieved an easy victory. 
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Our own strength effectively combined with the strength which has 
been developed by the other free peoples, is our own, and their, great- 
est guaranty of peace and security. 

I firmly believe that money spent at this time for the proposed 
military assistance program for our partners in the defense of the free 
world is money spent effectively for the defense of the United States. 


TOTAL AMOUNTS SPENT ON ARMED FORCES 


Chairman Haypen. Mr. Secretary, at another hearing on this bill, 
I asked Mr. Neal to state how much money had been spent on our own 
forces and how much we had contributed to the forces of our allies 
and this is his statement: 

Over the last 6% years, that is from July 1, 1949, to December 31, 1955, the 
United States spent $208 billion directly for its own military forces. During that 
same period, a little over $13 billion has been spent through the Military Assist- 
ance in the creation and maintenance of military strength among our allies. These 
alliances expenses amount to a little over 6 percent of the amount spent on our 
own forces. 

Your statement says that our allies have not only contributed mili- 
tary forces, but overseas bases, and you mentioned 200 divisions. At 
what cost out of their national budgets have they been put to to supply 
this? What I am trying to say is this: As against the $13 billion that 
we have contributed in the past 6% years, how much money have they 
expended on the building up of their forces? 

Secretary Witson. I do not have the exact figures before me at 
the moment, but it is something that has been reviewed from time to 
time in connection with the NATO business. The British and the 
Belgians and the Dutch and the French, with some approximations, 
are spending about the same amount of their national income for de- 
fense that we are. Mr. McGuire, perhaps, has some better figures. 

Chairman Haypen. I would like to have them. 

Mr. McGuire. Mr. Chairman, we have some figures here on the 
NATO position on this. Of course, some of these countries are a 
great deal more dependent upon us, but I could give you the NATO 
figures. 

Chairman Hayprn. That is the principal one. 


EXPENDITURES OF NATO NATIONS 


Mr. McGuire. During this same period, we have estimated that the 
NATO nations in Europe have spent approximately $69 billion from 
their own budgets, for the creation and maintenance of military forces 
during the past 6% years. To supplement these expenditures, the 
United States has provided our NATO allies approximately $10.3 
billion for equipment facilities and training during the same period 
or approximately $1 in United States military aid for every $7 spent 
by our NATO allies from their own military budgets. 

Chairman Haypen. In other words, you say that only $13 billion 
has been contributed to all of our allies, ‘and 10 of it has gone to NATO. 

Mr. McGuire. Approximately that, Mr. Chairman. 

Chairman Haypren. And they have spent how much of their 
budgets? 

Mr. McGuire. $69 billion, sir. 

Chairman Haypen. I thought those figures would be of interest to 
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the committee, because it strikes me that if we can put up $10 billion 
and get back this 7 to 1 matching, that is not a bad matching basis. 
Secretary Witson. That is what we think, 


INCLUSION OF MILITARY AID IN DEFENSE BILL 


Chairman Haypren. Now, there is one other thing I would like to 
talk about, and that is this: There has been some talk among the 
Senators as to whether or not it presents this picture clearly as it is, 
whether it would not be better to have in the Department of Defense 
bill the appropriations for the Army, the Navy, and the Air Corps, 
and a fourth title which would be foreign military aid. In that way, 
the picture would all be in one bill instead of having it divided up in 
this way, and mixed up with economic aid, and point 4 aid, and so on. 

I do not know whether the Bureau of the Budget would agree to 
that, but it seems to me that is the commonsense way of looking at it, 
just a fourth chapter in the defense bill and then we would have it all 
in one place. What do you think about that idea? 

Secretary Witson. Well, it probably would save us some difficulty, 
because in the job of e xplaining the business, we have to go to 2 differ- 
ent groups of people on 2 different committees. But we will operate 
it that way anyhow, no matter how we get the money. The Senate 
and the House as a whole finally approve it, so that I consider that it 
is an internal organization matter in the Congress how you want to 
doit. Ireally do not want to get into a jurisdictional dispute. Ihave 
been in them in the past. 

Chairman Haypen. It would be much clearer to the American 
people if it was that way. We could say, “What we are doing is 
getting divisions of men who will fight alongside of American soldiers 
abroad. They are putting up 6 or 7 times as much as we give them in 
cash and we think that is a good investment and that if we had to 
do it all by our ourselves we ‘could not get off as cheaply as we do.” 
That is what you have stated to the committee. 


RATE OF AMERICAN MILITARY PAY 


Secretary Witson. There is another factor in there of importance. 
That is that they can maintain more men for the same number of dollars, 
of their own people, than we can. In the first place, our pay rates 
are the highest in any military service in the world and they are 
properly high because so is the standard of living in our country and 
the compensation of people in civilian life. So our people cost @ 
great deal more money in uniform. 


PROBLEM OF DEPENDENTS 


Secondly, when we station troops abroad, we get into this problem 
of dependents. I think we have got about 275,000 American de- 
pendents, and that is a very troublesome thing in the military business. 

We got more than this 7 to 1 out of it. In some places, it would 
be fully twice that much, would it not, Admiral? 

Admiral Raprorp. You mean as far as money is concerned? 

Secretary Witson. As far as the strength that we get for the 
money. 
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Admiral Raprorp. I would say it is a little bit hard to answer that 
categorically, but I would say that is approximately true, and even 
a better percentage in some places. 

Chairman Hayprn. Senator Ellender, do you want to ask some 
questions? 


COMPARABLE COST OF KOREAN AND FORMOSAN DIVISIONS 


Senator Dirksen. Before we get away from that, Admiral, when 
you were here last year, I think that you indicated that in Korea we 
got 7 divisions for 1, I believe, was it not, for a comparable cost of a 
division. In Formosa it was about 8 to 1. Is that substantially 
correct? 

Admiral Raprorp. Well, in Korea, we are supporting 21 Korean 
divisions, and we have 2 of our own there. I do not know the exact 
cost differential and I do not remember what I testified to last year, 
but I would say that to keep the comparable strength in Korea with 
American personnel would cost 10 times as much. 

Senator DrrxseNn. That is 10 times? 

Admiral Raprorp. Yes, sir. 

Senator Dirksen. That would be 10 for 1 in Korea, and would the 
same be true of Formosa? 

Admiral Raprorp. Yes, sir. I would say this: It is not only the 
cost. There are many administrative problems that always arise 
when we have large numbers of United States personnel stationed in 
a foreign country, such as housing problems for dependents, morale, 
and so forth. 

(Statement off the record.). 

Secretary Witson. Now, what we are talking about is the men. 
The equipment is not essentially different. In other words, the guns 
or the ammunition or whatnot is a standard item. What we are 
really talking about is the pay and the subsistence and the housing. 
We are trying very hard to keep the dependents out of Korea, but if 
we had to go back up to 6 or 8 divisions and keep them over in Korea, 
we just could not avoid letting them take some of their families over 
there and then we would get into a big housing program. Then you 
have a very complicated social relation you get into with other coun- 
tries. It is likely to be a source of friction and ill will. So it certainly 
is a good thing to stay away from. 


PREPARATION OF BUDGET 


Senator ELtenpER. Mr. Wilson, you said that this budget was 
prepared under the supervision of the Joint Chiefs of Staff and in so 
preparing it the military need and the capabilities of the countries 
that we assist was taken into consideration. Am I correct in that? 

Secretary Witson. Yes. 

Senator ELLENDER. Now, will you give us your information as far 
as you know about NATO today. How does it compare to what was 
anticipated 3 years ago? 

Secretary Witson. I think generally speaking it is about what was 
planned 3 years ago. That is with the exception of two things. 
We had expected EDC to get approved and through and the German 
position would come on much faster than it has. The French have 
been in more trouble in Indochina and Africa which has affected the 
situation somewhat. 
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Now, in addition, there never has been a time in the history of the 
world when military weapons and strategy have changed so rapidly, 
due to all of these new weapons and the new radar and electronic 
developments, and so forth. Also there is the atomic business. 

We have a problem over there now of bringing our planning and 
our NATO planning up to date, so to speak. 

Senator Ellender. When you speak of supporting 200 divisions— 
and I presume that you mean that those divisions are available if 
and when the worst is to come 

Secretary Witson. Well, most of them would be. 

We are talking about the divisions in Korea and Formosa as well 
as the ones in NATO, when you say 200 divisions. 

Senator ELLeENDER. How much are they altogether? Are there 
200 divisions? 

Secretary Witson. That is right. 

Senator ELLENDER. Will you give us a breakdown of where those 
divisions are? 

Mr. McGutre. I will furnish that information for the committee. 

Senator ELLENDER. Do you consider as a division those such as I 
came across in Portugal just a while ago where we furnish those the 
hardware and they train only 30 days per year. Would you consider 
that a division that could actively fight as against ours that is now in 
Europe, where we are constantly practicing? In other words, they 
are being trained there. 

Mr. McGuire. That division obviously is not a division that is on 
full-time duty; certainly, you should recognize that, Senator. 

Senator ELLENDER. When you speak of 200 divi isions, do you mean 
such divisions as the one I have just described in Portugal? 

Mr. McGuire. Those would be, let us say, the combat ready di- 
visions, plus the Reserve divisions. 


NATO FORCE GOALS 


Senator ELtenpeEr. I would like to have you tell us about the 200 
divisions that Mr. Wilson has just talked about. I understood that 
the goal for NATO from its inception back in 1952 was ———-. Can 
you throw a little light on that. 

Mr. McGuire. General Gruenther will be here tomorrow. He will 
be able to give you all the details on NATO force goals, Senator. 

Senator ELLENDER. I was going to ask our Secretary if he was 
familiar with the testimony given to this committee by General 
Gruenther under date of July 15, 1953, in which he stated— 


I will say this, Senator— 


this was in answer to questions by us as to how long it would require 
to get things going there—that is, get a sufficient number of units, 
and so forth— 


I would say this, Senator: I would say if we continue at the rate of progress— 
and he is speaking now in 1953— 


that the countries have obligated themselves to for 1953, that we can do it in 
about another 3 years. 


Now, 3 years are about to expire, and if I am correctly informed, 
we have in Western Europe more or less skeleton divisions. 


79607—56——_8 
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Mr. McGuire. Do you mean our United States divisions? 

Senator ELLENDER. No; not our divisions; oh, no. I am talking 
about the divisions that you are talking about now that are going to 
assist us if the worst is to come. That is what I am talking about, 

Mr. McGutre. That is not my understanding of the situation. 

Senator ELLENDER. Do you know anything about that, Mr. Wilson, 
at all? Have vou visited there, to be able to state to us whether or 
not divisions that are chargeable, let us say, to Portugal are not skele- 
ton divisions and are not paper divisions, and the extent to which 
divisions in France are not what we may call more or less paper 
divisions, that is, divisions that are not trained as ours are. Have 
you visited there to be able to find that out and testify before us? 

Secretary Winson. I know that these divisions in different countries 
vary all of the way from well-trained 100 percent active divisions 
down. to divisions that are very much like our National Guard divi- 
sions. It is the same kind of a thing in all countries. 

Senator ELLENDER. That is more or less reserve, is it not, Mr, 
Secretary? 

SIZE OF DIVISIONS 


Secretary Witson. That is part of the business. So General 
Gruenther, I know, keeps track of the relative strength and vaiue of 
these different divisions. Also, they are of somewhat different size, 
Our divisions are about the largest of any country in the world, 
17,500 men. Some of the other divisions are organized on a lighter 
basis, and they have maybe only 12,000 men in them. That is true 
of the Russian divisions, too. 


EVALUATION OF NATO OPERATIONS 


Senator ELtenperR. Are you satisfied at this moment, Mr. Secretary 
considering everything, what France is doing and has done, in taking 
from France divisions and taking them to North Africa without 
consulting anybody from what I can understand—are you satisfied 
with the way NATO has been going on and has been operating? 

Secretary Wiison. I think it has been, considering the kind of 
problem it is, it has been a reasonably successful operation. I can- 
not say that I am completely satisfied with it, any more than I am 
completely satisfied with our own setup, which I am not. We can 
do some better things than we are doing, but it takes a lot of time 
to organize different people and get them to do things. 

Senator ELLENDER. Do you know of your own knowledge—and 
I presume you must have knowledge of it since this budget was 
based on military needs and apability and what have you, and 
everything must have been gone into by the Department—can you 
give us an idea of how many active divisions there are now, this 
very moment, in France, that we could depend on in Europe, outside 
of our own? 

Secretary Witson. General Gruenther can give you that infor- 
mation. 

Senator ELLENDER. You do not have it? 

Secretary Witson. I do not have it. I would like to say this: When 
I came down here to Washington I found that our divisions fighting 
in Korea were marked as part of the NATO business and it is no 
different from the French divisions fighting in Africa, and our plans 
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call for that, which I doubt is a very feasible thing, to stop the war 
in Korea and bring them over to Europe. 

Now, that does not make very good sense to me, but the French 
could do it. 

After all, if you want to look at the thing realistically, a division 
that is actually doing some fighting is ultimately getting better trained 
than any division, no matter how long the men have been in service, 
that just march around. 

So I do not feel too critical of the French right now. I do not know 
what else they would do. 

Senator ELLENDER. Now, Mr. Wilson, you also referred to the 
capability. I presume that what you meant by that was their ability 
to furnish money of their own, and their own resources before you 
made an estimate of what should be contributed further by us. 

Secretary Wiison. That is right. 

Senator ELLENDER. In the light of having spent, let us say, in 
France, that is spent and now unexpended, almost $7 billion and in 
the light of the fact that we have spent and we have in the pipeline for 
Great Britain almost $5 billion. 

Secretary Witson. What was that about Great Britain? 


INCREASE IN CONTRIBUTION OF RECIPIENT NATIONS 


Senator ELteEnpER. About $5 billion that we have spent in military 
and nonmilitary aid since the Marshall Aid Plan—have you considered 
or have you looked into it yourself to determine whether or not it 
were possible for those countries to do more for themselves than what 
they are now doing in carrying on this tremendous load that has now 
evolved practically all on us? 

Secretary Witson. I do not think it is a fair statement to say it is 
practically all on us. So far as I know, the British are putting about 
the same percentage of their national income into their military effort 
that we are. The political leaders in all countries have the same 
problems that you gentlemen do, trying to appraise what the right 
activity is. 

TAX REDUCTIONS IN ENGLAND AND FRANCE 


Senator ELLENDER. You have seen in the papers here recently where 
the British are reducing their taxes and the French are doing likewise; 
we are not. But we are being asked to keep on putting up money. 

Here is another thing: 

Secretary Witson. We made some tax reductions in our country, 
within the last 3 years 

Senator ELuenpeEr. I realize that, but unfortunately in my humble 
judgment, it was a bad thing to do because our budget was not in 
balance. The budgets of the British and the French have been in 
balance right along, and ours has not been really balanced, as you 
know, since 1924. 

Secretary Witson. You mean with the exception of this year. 

Senator ELLeENpER. Well, this year, I do not know. We have not 
reached the goal yet. I do not know what is going to happen, and I 
presume that you might balance the budget, but 1 do not know. 

Secretary Witson. They operate their business somewhat differ- 
pneny than wedo. Their tax take and their expenditures they keep in 

alance. 
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Senator ELLENDER. Now, Mr. Wilson, of course you know that we 
are carrying 38 percent as I recall the figures, and if | am wrong I want 
to be corrected, of the NATO obligations, of all of the countries of 
Western Europe. 

Secretary Witson. That is about right. 


CONSTRUCTION OF AIRPORTS 


Senator ELLtenpsr. In addition to doing that, something that we 
never bargained for, and I know that I never thought it would reach 
those figures, we are building in England and we are building in France 
and we are building in Spain now, for instance, 5 different airports. 
I have visited the sites of four of them, and I understand they are 
going to build a fifth one. It is all at our own expense, and all over 
North Africa, and every dime that is being spent today in Southeast 
Asia is being put up by us. 

Now, do you think in making the statement that you just made 
that you have considered the capability of these countries? Have 
you considered whether or not they should not contribute to defenses 
in those parts of the world? Why should we carry the whole load, 
in other words? 

Now, I wish to enlarge on that a little bit, Mr. Wilson. I spent 
quite a bit of time last year in all of southeast Asia. I went to Korea, 
Formosa, the Philippines, Cambodia, Laos, Vietnam, and all of those 
places. Personally, I was astounded to learn that in that entire area 
we are carrying the whole load without any assistance from anybody. 
When I visited the front in Korea I think we had at the time 2% to 3 
divisions. I may be in error about that. We occupied the 14 miles 
there, as IT remember. The English had 2,100 feet, and the Turks 
had a short segment there, and the Ethiopians, but all of the expenses 
including the maintenance of the entire economy of Korea, including 
the food and the hardware for all of the soldiers in the field with the 
exception of the British, we carried the whole load. So is the case in 
Indochina, as well as Formosa. 


CAPABILITY OF CONTRIBUTING COUNTRIES 


Now, in making the statement to this committee that you looked 
into the capability of the various allies of ours as to whether or not 
they could contribute anything, I would like to get your reaction. 
Have you done it? Did you check on what New Zealand could fur- 
nish, for instance; on what Australia should furnish more than they 
are? They are not furnishing anything there now. We are carrying 
the whole load, and yet it is in their bac kyard. I wonder if you have 
given thought to that? 

Secretary Witson. Well, you are questioning why the New Zealand 
Government does not contribute something. 

Senator ELLENDER. Not only New Zealand. 

Secretary Witson. We do not contribute to Australia or New 
Zealand. We do not give them any assistance. 

Senator EnLenper. I know that, but I am talking about capability. 
That is in their backyard. I am wondering the extent to which you 
have requested of them that they contribute assistance so that this 

terrific burden that is ours in southeast Asia can be softened a 
little bit, and can be helped a little bit. In other words, here we are 
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in that area protecting New Zealand, and protecting all of Australia, 
and we are protecting the British. I may be wrong in this, but I was 
informed that the reason why Great Britain will not contribute here 
or take part is because they are afraid of losing Hong Kong. There 
may not be any truth to that. 

I go back, however, to the proposition that here we are, as your 
budget shows, being asked to provide for Europe, people able to take 
care of themselves in my humble judgment. ‘There is $831,371,000 of 
a new program, with an unexpended balance at this very moment of 
over $3 billion. 

Take the Near East and Africa. Here with an unexpended balance 
of almost $1 billion, you are asking us to put up $884,318,000 more. 

Now, the area to which I am talking right now is Asia wherein we 
are carrying the whole load, and there is not a soul there helping us. In 
Asia you are asking for an addition and, of course, this includes 
military and nonmilitary, of $2,382,063,000 with $2,904 million 
unexpended and on hand. 

Have you considered these huge amounts of unexpended funds? 

Secretary Witson. Certainly. 

Senator ELLENpDER. Have you considered the fact that we are 
carrying the whole load in that area? Have you considered the fact 
that in North Africa, and in Japan, and in Formosa and in Spain and in 
fact in every part of the world where any defenses are being put up, 
they are being put up with our own money? That is entirely with our 
own money. Do you give consideration to that, when you are coming 
before this committee and telling us that we should appropriate every 
dollar that the President has recommended? 

Secretary Witson. Certainly. 


MILITARY AID TO YUGOSLAVIA 


Senator McCartuy. Would the Senator from Louisiana yield for 
just a few seconds? May I say the reason I ask him to is that I have 
promised to go back and give Senator McClellan a quorum in the 
investigating committee. 1 would like to ask one question if I may of 
Secretary Wilson. That is this, Mr. Secretary: Do you favor military 
aid to Yugoslavia? 

Secretary Witson. The Yugoslavia situation is a very delicate one. 
The amount of aid to Yugoslavia is being reduced. The break of 
Tito with the Communist group in Moscow was an important thing. 
There is a difference of opinion about what is going to finally come out 
of it, whether he is going to go back with the Moscow business or not. 
We have made quite a big bet that he was not. I do not think that 
we should call the game right now. I think that we ought to study it 
very carefully, which is being done. It is quite important and very 
important from my point of view if the Communist business did 
break down so that it was not all dominated out of Moscow and the 
different countries did the best they could with their own people in 
their type of government, whether it is socialistic or capitalistic in 
our terms or whether temporarily they run some kind of a Communist 
regime. We cannot exactly try to police the whole world, and to some 
degree we have to put up with what they do. Some of them are very 
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delicate and difficult positions and getting out of the old colonialism of 
the past into some new and proper, from our point of view, type of 
society, somewhat on our pattern. 

I think the sound thing to do is to have a little patience and try 
to work the thing out the best we can. 


POLICY STATEMENTS BY TITO 


Senator McCarruy. If the Senator will bear with me for one 
more question: You understand that Tito said that they were going 
to march along the path of Leninism. Leninism means the bloody 
destruction of the United States. That is the theory of Leninism, 
and there is no question about that. Do you think in view of that 
that we should be building them up militarily? In other words, 
should we be building up a Communist country? 

Secretary Witson. As I said before, it is really a delicate one. 
Just exactly what Tito’s position is and what he may do, I have no 
easy way of knowing. I have no way of knowing. I do not know 
when he made that particular statement or what his purpose was. 
Nor what he is going to do as a result of it. I doubt if it was a definite 
statement of policy and intent that you have mentioned. That 
may have been made to try to improve his relations with the Russians 
while he did not mean it. I do not know. 

Senator McCarrnuy. I will not impose any turther on the time ot 
the Senator from Louisiana. 

Mr. Chairman, I am going to ask to be excused. I promised to go 
back and give Senator McClellan a quorum in the investigating com- 
mittee. 

Senator ELLeNpER. Mr. Wilson, you have stated that you have 
given consideration, as | understand, to the ability of these countries 
to contribute money in order to assist us. After w eighing everything, 
do you think that we ought to continue carrying the whole load in all 
of southeast Asia as we are now carrying it and of carrying 38 percent 
of the NATO obligations in addition to ours, and in building all of 
these airfields all over the world at our own cost, and of furnishing 
moneys in order to have hardware made in Europe and other places 
for the armed services of those countries? 

Secretary Wixson. I think it is a good program. 

(Statement off the record.) 


SITUATION IN BELGIUM 


Senator ELtenper. If we were to get more from allies, that in 
many cases are capable of assisting us, we could reduce our burden 
considerably. That is what I am trying to ask you. You take a 
country like Belgium, for instance. There is not a more prosperous 
country in the world than Belgium, today. 

Secretary Witson. Our country is. 

Senator ELLenpER. Well, you have got a lot of employment here, 
it is true, but when you stop to consider that $40 billion of our expend- 
itures are almost useless except that it is for our defense—what I 
mean by “useless,” it is not something that you can stack away, and 
it is not wealth, it is destruction of wealth—when you consider it 
from that standpoint, of course, you may be right. We are just 
making all kinds of implements of war to assist ourselves and our 
friends across the seas. 
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But take a country like Belgium. 

(Statement off the record.) 

Do you think that that is fair to the American taxpayer and to the 
people? That is, to take a country so prosperous as Belgium, and not 
get her to at least carry her own load. 

Secretary Wiison. I do not know whether you have the right 
figures. 

“Senator ELLENDER. I do have, sir, that is from your own offices. 

Mr. McGuire. That is economic and military. 

Senator ELLeNpER. Let me be specific. You have unexpended 
balances in your military of $241,514,000 and the proposed budget 
for military is —-—— is that right? 

Mr. McGutre. For Belgium we will have on June 30, Senator, an 
estimated ———— unexpended. 

Senator E,tenprer. These figures are of March. I am sorry, I 
did not state that these last figures were as of March 31, 1956. 

Mr. McGuire. We will have — unexpended on June 30. 

Senator Tuyr. Would the Senator yield there for just a moment? 
I wonder if we might have an answer from the Secretary as to what is 
involved in that item or that budget item for Belgium. That would 
be helpful to me at least, if I knew what was in that, and what would 
its final payments be for to dissipate that fund? 

Senator ELLENDER. One of the items, I am sure, were these airplanes 
made in France, and delivered to Belgium, at our cost. Am | right? 

Mr. McGuire. | do not believe there are any of those planes there. 

Senator ELLENDER. A good deal of it consists of that. 

Senator Tuyr. I have many of these same figures before me, but 
just to run through the figures without getting an explanation of what 
that item in the budget would acquire is not very revealing. 

I think that to know what it was to be used for would assist me in 
trying to determine whether it would be justifiable from the standpoint 
of an expenditure on the part of the Federal Government. 

Mr. McGutre. If it pleases the committee, I can give in detail 
each item that is in the budget that we are requesting, J also can tell 
you what we have delivered by major items. Additionally, I can 
give you at this time an estimate of our status as of June 30. 

Senator Tuyr. You do not have that right with you now? 

Mr. McGuire. |] am prepared to give it now. 

Senator Tuyer. If the chairman can do that. 

Senator ELLENDER. We have quite a few countries, and you want 
to get a sample here. 


BREAKDOWN OF ITEMS FOR BELGIUM 


Senator Toye. We have touched on Belgium, which is in question 
here as one of the most prosperous of all of the nations, and could well 
afford to do this for herself. That is the question that we have before 
us. If I could have the benefit of the breakdown as to what that 
would acquire in the scheme of NATO defense, then it might assist or 
might make it a little easier for me to make my determination of how 
I want to vote on the issue. 

Mr. McGuire. Mr. Chairman, as you know, I am to appear as a 
witness tomorrow following General Gruenther. It has been my plan 
to answer in detail questions regarding equipment and the disposition 
of our unexpended balances. 
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Senator ELLeNpDeER. In that connection, Mr. Chairman, I would 
suggest that the witness be prepared to answer questions as to all of 
these countries, how this unexpended balance is being spent, and how 
you propose to spend the money that is being requested. Now, of 
course, you deal only with military. 

Mr. McGuire. I am prepared to cover all country programs and 
other phases of MDAP. 

Senator Rosertson. If the Senator from Louisiana will yield. 

Senator ELLenpeER. I will gladly yield. I do not want to take all 
of the time. 

Senator Rosrertson. I have one question. We will have General 
Gruenther tomorrow, and I do not think that we will finish with him 
in 1 day. 

Senator ELLENpDER. It will take 2 or 3 days. 


PAKISTAN PROGRAM 


Senator Rospertson. Mr. McGuire is the civilian expert on the 
division of these funds, and I want to ask him about a poor country 
called Pakistan, whose loyalty and dependability has never been 
questioned. We do not have better friends than those Mohammedans 
there, and they are fighting men and they do not believe in commu- 
nism one little bit. Now, I would like to know if you are satisfied 
that they can use the ———— of military aid. One of their top men 
told me last night that they could use twice that much. Now, can 
they use ———— beyond any question? 

Mr. McGutre. The detailed figures on the Pakistan program, 
Senator, are classified and we have ———. How ever, it happens to 
be a program that we have just veviewed in detail and we are support- 
ing and furnishing the deficiencies of certain established divisions in 
Pakistan. There is no question in my mind that they can use this as 
well as additional aid. 

Senator Rospertson. There is a difference between your figures 
and Mr. Hollister’s figures. 

Senator Tuyr. Am I to understand that the answer to the question 
I propounded relative to the breakdown of Belgium will be deferred 
until a later time? 

Chairman Haypen. I think that that is proper. 

Senator Tuys. I shall not pursue or request that. 

Chairman Haypren. We have the Secretary of Defense on the 
stand and it is hardly right to ask him to stay here and listen to 
answers by different witnesses. 


DETERMINATION OF MILITARY NEEDS 


Senator ELLENDER. There is only one more question I would like 
to ask. Mr. Wilson, to what extent do our people discuss with or 
get the advice of the country where these implements of war are 
sent? Do they get their consent before it is sent there, to determine 
whether or not they have the capability of operating these machines, 
and of taking care of them as they should? 

Secretary Witson. That is right. 

Senator ELLENDER. You do? 

Secretary Witson. That is right. We study it all of the time to see 
if their training programs are matching roughly our delivery programs. 
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If they do not, we slow the thing down and try to get the two in balance 
realizing that it is not very smart to spend a lot ‘of money and send a 
lot of equipment abroad if it is going to stay in a warehouse. We do 
not do that. 


SHIPMENTS OF HARDWARE TO THAILAND 


Senator EL.LenpDeER. I visited Thailand last year, and I found that 
the officials there are not happy over the large amounts of hardware 
that is sent to them. They are unable to take care of it. A good 
deal of this fine equipment was standing out in the weather and could 
not be taken care of. 

Some of the officials complained to me bitterly because of the fact 
that you sent this to them and they do not have the capability of 
using it. They do not know anything about the machines and they 
are left out in the weather, wasting away in many cases. I saw that 
with my own eyes. 

In the absence of the Foreign Minister, I spoke to his assistant and 
I was informed that we were trying to build up the military program 
too fast. The soldiers there are not capable of utilizing these modern 
machines, and it would seem that more funds should be sent to this 
country so that they can build the necessary buildings to have these 
implements of war under cover. 

Secretary Witson. Maybe we ought to talk about this Thailand 
business. 

Senator ELLENDER. You might talk about it in a different light, 
but I was there. 

Admiral Raprorp. I was there about the Ist of January, and I 
may be back in August, and I have never had any such report from 
any of the people there. 

Senator ELLeNDER. They might not talk to you because they might 
be afraid of losing something, but I talked to them. I went there and 
I visited them and I talked with them. 

Secretary Witson. You are the fellow that they ought to have been 
afraid to talk to if they were afraid of losing something. 

Senator ELLENDER. The chief complaint lodged was that the pro- 
gram was growing so fast that the finances of the country were not 
sufficiently large in order to properly take care of this equipment and 
to have an Army sufficiently large to utilize the equipment. 

Senator Porrer. What kind of equipment was it? 

Senator ELLENDER. There were tanks and things of that kind, and 
other mobile units. 

Secretary Witson. How much have we sent there? 

Senator ELLENDER. I have it right here. You delivered already 
——— that is up to March 31, 1956. 

Mr. McGuire. I have a more up-to-date figure that might be 
helpful. For Thailand we have in this program ——-— and we have 
a total program larger than that. 

Senator ELLENDER. You mean in this program, for 1957? 

Mr. McGuire. Yes. 

Senator ELLENDER. Well, this states that you have ——— 

Mr. McGuire. I gave you the figure for equipment and supplies. 

Senator Dirksen. Have you complet ted your questions on that? 

Senator ELLENDER. Yes 

I will look into more details on that later. 
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Senator Dirksen. It seems to me if we get a little better overall 
picture of the preparation of this whole program it will not only 
serve our purpose better but I think it will supply us with some better 
answers in the phase of the controversy. 

Mr. Wilson, I would like to ask a few policy questions, just to run 
down how this thing is set up. I would assume—— 

Senator THyr. W ould the Senator yield at this point? We have 
not had the Secretary’s answer to the charges that were lodged against 
the Department of Defense relative to the handling of the « equipment 
that was sent to Thailand. We have a lot of ¢ charges i in this morning’s 
testimony but we have very few answers from “the Department “of 
Defense to any of the charges that have been lodged against it. 


DEVELOPMENT OF MILITARY ASSISTANCE POLICY 


Senator Dirksen. Perhaps we can get the answer here in a little 
sequence. I would assume, Mr. Secretary, that the first problem 
always starts in Washington, namely the evaluation of the security 
of this country and the progress of the free world, and in that, the 
National Security Council, the Defense Department, the Joint Chiefs 
of Staff, and all related agencies would probably share in the making 
of that policy. Is that correct? 

Secretary Witson. That is correct. 

Senator Drrxsen. No. 2, in spelling out that policy, and having in 
mind the formal alliances we have, such as NATO and SEATO, and 
so on, it is then necessary to fill in that policy by determining in every 
case whether or not such a country shall be helped, on the ground that 
it can make some kind of a contribution to the security of the United 
States, and also in the interest of the free world. 

Secretary Witson. That is correct. 

Senator Dirksen. Then, you drop to the third step, to find out 
what has to be done in each country in spelling out that general policy, 
and what bases we can secure, and what manpower w ill be available 
as for instance, the total of 200 divisions. That has to be done then 
in every country to determine what contributions it can make and 
what it needs: is that substantially correct? 

Secretary Witson. That is correct. 


MAAG MISSIONS 


Senator Dirksen. Now, in order to assess that need, you have to 
have somebody on the ground. You have the MAAG missions, and 
you have the EMDAT missions in pretty nearly every one of these 
countries: at least I have seen them in most countries. I do not know 
whether that applies to all or not. Is that substantially correct? 

Admiral Raprorp. Yes, sir. 

Senator Dirksen. Now, the people who constitute our MAAG 
missions, certainly have been trained and they have a background and 
know their business pretty well. They must make an evaluation to 
determine what a country can produce, and how many divisions it 
could put into the field, and then through themselves and their staff 
to determine what types of materials and equipment and supplies 
and economic defense support is necessary to keep that number of 
men in the field as a part of this overall security pattern. 
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Admiral Raprorp. That is correct. 

Senator Dirksen. So that the estimates that are before the com- 
mittee at the present time for every country are substantially the 
refined report of men who ought to know certainly in the field, and 
who say they can sustain X number of divisions, and here is what 
they need in order to do that. 

They will say, ‘‘Here is the defense support that they need in order 
to do it.”” That then filters into a central headquarters as in NATO 
or southeast Asia or in the case of Korea, and the figures are refined, 
and they are sent over here. 

Then, I presume that they are carefully evaluated by the Joint 
Chiefs of Staff, and by the experts in the Defense Establishment, 
and also by the National Security Council. 

Secretary Witson. That is the way we try to do it. 

Senator Dirksen. Now, then, what evolves out of that finally is 
the figure that is put down on paper and finally submitted to the 
Congress as the figure that in the judgment of all of these people is 
necessary in order to carry on this program envisioning the security 
of the United States and the free world. 

Admiral Raprorp. Yes, sir. 


IMPLEMENTATION OF POLICY DECISIONS 


Senator Dirksen. Then, it is in pursuance of that program that 
these deliveries begin, and equipme nt and material is sent to the field, 
and training officers are sent to the field and the whole program then 

oes forward. Now, taking this question of tanks that may have 
een sent to any other country, they certainly could not get there 
unless your people both in and out of uniform would say that, “We 
need so many tanks to carry on the program for the defense of this 
country and to integrate it into the overall security pattern.” 

It is in pursuance of their best judgment, that tanks were landed in 
the country. Now, when they get there, if they are not used, for 
instance, I do not know whether that would be the fault of some re- 
sistance on the part of the military leaders of that particular country 
or whether there is a time factor involved, and they have not yet gotten 
around to using them. I would say offhand, when I saw General 
O’Daniel whipping that Army in shape in Vietnam, I thought he was 
doing a superb job. 

Secretary Witson. He did. 

Senator Dirksen. He had not gotten around to the tank stage yet. 
There may have been tanks on the sidetracks waiting for him and 
there may have been howitzers and 75-millimeter fieldpieces and other 
things, but he had the job of taking a green illiterate Army, if you could 
call it in Army, first teaching them the essentials of sanitation and how 
to look after themselves and giving them the essentials of physical 
boot training that they needed long before they had anything else. 

Even the Burma Road field exercise went on before he got around 
to the business of trying to instruct them on tanks. He was dealing 
with boys out there who in the main, were about 75 or 85 percent 
illiterate, and teaching youngsters like that all of the intricacies of a 
tank or how to dismantle breechblock on a 75-millimeter gun would 
certainly be a chore. 
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But, I wanted to get a general overall picture of how this estimate 
is set up, so that there is something in the record. You have responded 
to these questions. Now, have you anything to add that I may have 
overlooked? 

Admiral Raprorp. I would say, Senator, that there is no equipment 
in Thailand that the officials of Thailand did not ask for, and the 
delivery schedules are fitted into what our Chief of MAAG thinks 
are their capabilities to receive them. In other words, he checks 
their training and when he thinks they are ready to take this next 
step, then we send the equipment. 

(Discussion off the record.) 


TRAINING THAI SOLDIERS IN USE OF EQUIPMENT 


Senator Toyz. Might I ask you a question there at this point? 
Now, what you are doing is to acquaint the Thai soldiers with the 
American type of equipment so that if there was a general invasion 
into Indochina or Thailand they would be familiar with the American 
equipment and could be one of the units in the defense of that Asiatic 
area of the world? 

Admiral Raprorp. We are helping them to organize into combat 
units, equipped with American equipment. We expect them to fight 
for their country and to help in other areas in accordance with the 
terms of SEATO. 

(Statement off the record.) 

Senator Tuyr. There is every indication that they would help in 
the event you had a general invasion over in South Vietnam, and 
into Laos, or Cambodia or any of those smaller countries. If you 
had an invasion there, you would expect, and you had every reason 
to expect that those units trained with American equipment would 
be in there, and would be the frontline of defense against that invasion. 


COMPREHENSIVE PROGRAM 


Admiral Raprorp. Yes, and we have had a very comprehensive 
program. 

Senator ELLENDER. What is that? 

Admiral Raprorp. A comprehensive one. The Army program is 
by far the largest, and as I say, they would like to have it even larger. 

(Discussion off the record.) 

Their air force has done very well. We equipped them with fighter 
planes, and fighter bombers. Going back 5 years ago, the Navy sent 
a mission out there and I was intimately connected with that early 
training and was amazed at how well they took to that. 

They are good flyers, and I would say they are good allies. 


INTERPARLIAMENTARY UNION MEETING 


Senator Ropertson. On that question about being good allies, I 
can throw a little light on that from my experience. There was a 
meeting of Interparliamentary Union and the biggest issue was 
whether Red China would be admitted to that old East Peace Organi- 
zation, and dedicated to the promulgation of democratic principles. 
For propaganda reasons, Russia was doing everything in her power 
to get Red China in, because with Red China in, with the help of 
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so-called neutrals like India that vote against us every time issues 
come up vis-a-vis the Communists, they could take control of that 
organization. 

We debated that issue all day, and into the night. The man that 
made the motion and they had to stand up and be counted there, 
because it was relatively tough, was the head of the Thailand delega- 
tion. He moved that action on the admission of Red China be post- 
poned until the United Nations had acted. That was carried. 

But, that was a vote where our friends had to stand up under real 
pressure and be counted. 

Now, the Interparliamentary Union meets next November in 
Bangkok. All Asiatic nations are going to be there, and we hope that 
some 40 or 45 nations including those in Europe and our country will 
be there. That fight comes up again, and they are going to renew it 
at Bangkok. They are trying to put Red China in, and they want 
to get control of this peace organization, and then adopt a lot of reso- 
lutions, and send them out, “This is peace and this is democracy.”’ 

I am telling you that on the basis of what this man did at that 
conference. I can depend on the friendship of those people. I do 
not know anything about what kind of an army they have, or what 
kind of materials have been sent over there, but I hope some who are 
here will go there next November as representing us in the Interpar- 
liamentary Union and then they can get more information about it. 


EFFECT OF POSSIBLE DISCONTINUANCE OF AID PROGRAM 


Senator Dirksen. Mr. Secretary, and Admiral Radford, here now 
is a question that has been bandied about a good deal. Admiral, you 
may recall that last year, or early this year, I did a radio and TV 
program and I sent you a letter and I said, “I would like to have an 
answer to a very short and precise question,” namely, “If there is no 
foreign aid program, is it your best judgment that an even larger 
amount will have to be appropriated by the Congress to augment 
the defensive forces and the offensive forces of the United States in 
order to assure our security?” 

Now, that question was raised in a legislative committee and it 
has been raised in the press, and I think that this is a good point for 
such an answer as you would like to make. 

Admiral Raprorp. I would say, Senator, and I will say so in my 
formal statement, that if we should materially reduce our military aid 
program we will have to choose 1 of 2 courses. In order to obtain the 
equivalent security for the United States, we would have to greatly 
increase our direct military expenditures, or we would change the 
whole pattern, worldwide pattern, of our security position. In my 
opinion, we would be much less secure over the long pull. 

Senator Dirksen. When you say, “greatly increase,’ by that you 
mean an amount equivalent to what is before us, or an even larger 
amount? 

Admiral Raprorp. Senator Dirksen, about 2 years ago, I told the 
Senate Appropriations Committee that, in my opinion, for an in- 
definite period in the future, as long as this Communist threat exists, 
our military aid program would cost us in the neighborhood of 3 to 
3% billion dollars per year, In other words, as the Secretary men- 
tioned, it is somewhere in the neighborhood of 10 percent of our own 
direct military appropriations. 
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I still feel that that is probably the best answer that 1 could make 
regarding the future requirements for this military aid program. 

Senator Ropertson. Will you yield for a question there, just on 
that point? 

NECESSITY FOR INCREASE IN APPROPRIATIONS 

Admiral, I can understand military aid, and I think it is a program 
in which we can get good value. I do not yet fully understand why 
you would need about $2 billion more this year than we have appro- 
priated last year, and say if we do not have that we have to greatly 
increase it at home, or else revise the entire pattern of the world 
program. 

Secretary Wiison. I would like to answer that one. It has been 
such a trouble to me down here all of the time. That is the difference 
between the program of the expenditures and the new money we 
asked for. We talk about a budget and there are three different 
figures in this budget and to understand the whole business you have 
to understand it. 

The new obligational authority we asked for, the rate at which we 
make obligations and contracts and agreements 'to do things, and then 
there is the cash drain on the Treasury. There are three different 
figures. 

DECREASE IN UNOBLIGATED CARRYOVER 


When we analyze the business down here, and we did that 3 years 
ago, we found big appropriated funds that had not been obligated or 
spent. We analyzed it very carefully, and if we had money already 
that had been appropriated and had not been either spent or obligated, 


we did not ask for so much money for the next year. So, last year, 
we cut deeply into what we call the unobligated carried over funds. 
We did not ask for so much money. 

We did not even get as much as we asked for, either, last year. So, 
we are about now in the position where we have about the right 
amount of credit in the bank to run the business properly. We do not 
have any more than we need. Since we do operate in sO many coun- 
tries with so many different people, we have to program it out. There 
are distant situations and we have all kinds of problems which get 
involved in it, like the one of, ‘‘Do they come up as they promised 
with their training,’ and if they do not, we slow the thing down, but 
we have already made the obligations in our country to have the 
material eee ~ 

So, that the $1 billion last year, and what we are asking now 
amounts ‘0 very little change in the actual program. But last year 
we lived on the credit we had in the bank from previous years’ 
appropriations. 

TOTAL AMOUNT IN PIPELINE 


Senator Ropertson. You have $6 billion in the pipeline. How 
long before it will come out of the pipeline? 

Secretary Witson. Mr. McGuire has the figures right here, and 
for past years and where we are now and what that is. 

Senator Rogpertson. Before we turn to him, I would like to ask 
one more question. 

Senator Toys. I am trying to keep myself now acquainted with 
the questions that we are confronted with. Secretary Wilson has 
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brought us right up to a point where we are ready to get the answer, 
and now if we go on to another question then I lose sight of what we 
are trying to get the answer to. So, we should have the answer, 
Mr. Chairman. 

Senator Ropertson. He said he could not give it. 

Senator Toye. Mr. McGuire is right at his elbow with the « answers, 

so can we have Mr. McGuire give us the answer to the question? 

Senator Rosertrson. Mr. McGuire will give us the answers to- 
morrow, after General Gruenther has testified. 

Secretary Witson. I would like to solve this one for you, because 
very many people look at it that way. You only received $1 billion 
last year and why do we need $3 billion this year and that is not the 
way to measure the program. 

Senator Ronertrson. We are going to get all of this information 
from Mr. McGuire, and I assume we will get it tomorrow, and not 
today and that is the reason [ want to ask him one more question. 

Senator Tuyr. I do not want to be contrary here, but I have been 
sitting here since the meeting convened, and Mr. McGuire was turned 
to by Secretary Wilson to have the figures ready, and if we can have 
them, I think that our record will be more intelligent to the reader. 


ESTIMATED UNEXPENDED BALANCE 


Mr. McGuire. We estimate our unexpended balance will be $5 
billion on the 30th of June. Of the amount of money that we have, 
Senator, we estimate that we will have unobligated $195.5 million of 
which $28.9 million in our opinion should not be carried forward 

The reason for that is that the $166.6 million is backed up by valid 
program requirements. Ii it is not carried forward, our requirements 
will have to be met at a later date. 

The $28.9 million that we are not asking to be carried forward in 
our opinion, is what might be termed, ‘‘consumables,”’ I will give typical 
examples of that. It might be the provision for feeding a Korean 
soldier. If he was not fed last Sunday, we do not have to provide a 
meal for him. That day is past, and he got along without it. We 
think that money could go back to the Treasury. 

Now, in the $5 billion there is for the German program 
that will not be delivered until a later date. The Germans have been 
slow in their buildup. It is specifically the type of equipment that the 
Germans want. There is $400 million relating to multilateral ar- 
rangements that we have have to meet at a later date. These are 
commitments that we have made such as the military support program 
for the international military headquarters, which is General 
Gruenther’s operation and it is our share of it. 

I might also add that the 28.9 million, that we are not carrying 
forward, contains funds for packing, handling and crating. We would 
not carry these funds forward because obviously, we can only use what 
we deliver in that element. That is a charge for the delivery of the 
goods we ship. 

FUNDS FOR ADVANCE WEAPONS 


That leaves us a balance of $3.8 billion to take care of this program 
in future years. Of the $3 billion that we are requesting, over $500 
million is for advance weapons. 

Secretary Witson. You mean $500 million? 
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Mr. McGuire. That is correct, 1 am sorry. What we are asking 
for is $2.5 billion for the same kind of material. Of that amount we 
estimate that only $400 million of the new funds that we are asking 
for will be spent in fiscal year 1957. 


PROCUREMENT CYCLE 


In our procurement cycle, sir, we must tie down our program with 
all of these various countries. Then order the military depart- 
ments to procure and to deliver the item. It will then take us about 
18 to 24 months to make the total deliveries. 

Now, within that $2% billion, there are all types of items from 
ammunition which is a short lead time item to an aircraft which 
takes considerable longer. 

As a matter of fact, an aircraft in the MDA program takes a little 
longer to produce than one for the Air Force because in many cases 
the aircraft we are getting come from the Air Force and we have to 
wait until they get the deliveries of the newer type plane which they 
have ordered to replace the one we are buying. ‘This is in addition 
to the time required for the Air Force to’ place the aircraft in first 
class condition. 

Now, we have requirements in this program and by requirements 
I am talking about those submitted by the MAAG chiefs whom I 
consider to be our experts in the field. They are the field operating 
vice presidents if you will, in each country. We have requirements 
in this program for fiscal year 1956 of $4.5 billion. If we could meet 
those requirements we would satisfy the needs for 1956. We will 
deliver $2.2 billion. Our delivery performance has not been good. 
There is a reason behind that. 


DELIVERY PERFORMANCE 


Last year, when Secretary Hensel justified this program, he took a 
minimum figure because he was reevaluating the entire program as to 
its requirements and where it was going. He slowed down the delivery 
in part until he could get that answer. We now have the answer. 
We believe now, these requirements come from our so-called time 
phased requirements’ reports. I would like to add there, too, what 
Secretary Wilson said in answer to Senator Dirksen’s questions, that 
it is one thing to program these requirements in a country initially. 
It is very important to keep the programs up to date and consistent 
with current conditions in the country. I mean by this that their 
ability to absorb, may move ahead or it may slow down. We get each 
calendar quarter, a report from each MAAG, its best estimate of how 
much material they need to do their job. 

We can not satisfy all of those requirements 100 percent. 


EFFECT OF HOUSE REDUCTION IN REQUESTS 


Senator Ropertson. Let me see if I understand what you have told 
us. Is it this: That if the cutoff of $1 billion made in the House 
stands on the floor of the Senate, you still will be able to deliver this 
year more than you delivered last year but your pipeline will be 
running out? 

Mr. McGutre. It will go out of business a year from now. It will 
put a bubble in the pipeline and it will be out of business at that point. 
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Senator Roperrson. Will you have enough in the pipeline if we 
cut the $1 billion? 

Mr. McGutre. There will be some left in the pipeline but it will 
seriously affect the countries’ programs. We are not talking about 
items of one kind, but thousands of different items that have to be 
related to when they are needed, so that they flow evenly and arrive 
in the country at the time they are needed. 


GERMAN PROGRAM 


Secretary Witson. The discussion about the German program 
shows vou how we really trv to run it. Years ago, or 3 or 4 years 
ago, EDC and all of that kind of business and the whole thing was 
planned, and then for various reasons over there in Europe they did 
not get the thing settled. The Germans have had their troubles. 

We have that material, but we do not ship it until they get organ- 
ized to receive it. That is a big country, and a big amount. But, 
we try to follow the same plan everywhere. These people make 
commitments to us, and they tell us what they think they are going 
to be able to achieve and be able to do and then we try to run that. 

Sometimes we get into liitle arguments about which came first, the 
chicken or the egg. They say that they will be ready and we say, 
“You are not ready.’ However, we have not been crowding the 
thing and spending our country’s money any faster than we thought 
was efficient and proper to do, and sometimes maybe not as fast as 
we should. 

We have had small appropriations, the last 2 or 3 years, because we 
have felt that we ought to run without any excess credit in the bank 
so that the Senate and the House had more to say about the program. 

We think now, if we cut it by any such amount as one-third, it will 
importantly and seriously cripple our program. 

Senator Munptr. How much of this money do you actually have 
that you call credit in the bank now? Is that $100 million that Mr. 
McGuire mentioned? 

Secretary Wrison. We estimate that we have that much credit in 
the bank that we have not written any checks for. Now, when you 
cash the checks, that is what costs the money. 

Senator Munor. You have flexibility as far as that is concerned? 

Secretary Wiison. Legally, we cannot make obligations unless we 
have the money appropriated by the Senate and the House. 

Senator Munpt. What we are talking about here is how much more 
we are going to put in the bank, whether it is $1 billion or $2 billion 
or whatever it is. 

Mr. McGutre. We know we are going to have draft against this 
amount as we go on and we have to be in a position to pay them. 


POLICY DECISIONS 


Senator Ropertson. Who makes the decision as to whether we 
will slow down on foreign military aid for some nations that give 
evidence of perbaps running out on us at a critical time? 

Who makes that decision? Do we just go ahead and keep pouring 
it in, and saying, ‘‘We will hope everything is going to work out all 
right?” 


9607—56——9 
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Secretary Witson. We are getting organized all of the time to 
use better judgment, and we use the best we have. If it is a highly 
important matter, we finally get up to the President, or the State 
Department and ourselves would talk it over and say, ‘Here is one 
that looks like it is getting sour, and we had better slow down on this 
one.” 

Senator Ropertson. That is considered? 

Secretary Wiison. Surely. 


CUTBACK IN AIR FORCE APPROPRIATIONS 


Senator Rospertrson. There is just one other question that I had. 
I have been listening to your concern about keeping our allies armed, 
but last August I read a piece attributed to a high source in the ad- 
ministration that we were going to cut our own Air Force a billion 
dollars. I had just gotten back from Helsinki, and I had heard 
many evidences of unfriendly attitudes from those that we thought 
ought to be our friends. I heard many expressions that the Summit 
Conference in Geneva had eliminated the possibility of war. 

Then, I read that somebody in the administration was going to cut 
our own Air Force $1 billion. 

Do vou know who sent up that trial balloon. 

Secretary Witson. No, sir. 

Senator Ropertson. You remember that, do you? 

Secretary Witson. | do not remember, because there are so many 
that go up and I am so troubled by it that I finally paid no atteation 
to any of it, and I try to go about the business. 

Senator Roperrson. It was widely published, and they do not 
generally pick that up from some low subordinate, | do not think. 
That is so vital a matter, cutting our Air Force $1 billion. 

Secretary Wuiison. The current rumor is that it is going to be 
increased $1 billion, is it not that? 

Senator RoBerrson. I hope it is. I took it up promptly with the 
President and they said, ‘Please do not give that letter out, the 
President has not authorized that statement,” and, in about 4 days, 
Mr. Hagerty flew out to Denver and the President issued a statement 
that they were not going to cut the Air Force $1 billion. 

sut, I am convinced that it was being considered by somebody or 
it would not have been published. Then, after you set up the budget 
estimate, you took another look, and sent up an additional $500 mil- 
lion, and I thought that was fine, but still too little. 

Secretary Witson. I can tell you this: As far as I was concerned, 
and I would know it, there was never any intention to cut the Air 
Foree $1 bithon. Who started the business and the rumors and the 
statements I do not know. 


ISTION OF CASH VERSUS CONTRACT AUTHORIZATIONS 


Senator Dirksen. I would like to finish one more question and then 
I am through. TI direct this also at Admiral Radford. Admiral, do 
you remember the colloquy we had last year with this question of cash 
versus contract authorizations? Now, frankly, in 1953 under this 
program we had an unexpended balance at the end of the fiseal year 
of over $10 billion. 

There was not too much noise about it at that time, but actually 
the figures are here, and the unexpended balance was over $10 billion. 
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It drops now, on the 30th of June 1956, to half as much, or $5 
billion. But it always occurred to me that if the cash were there with 
which to do business for the fiscal year and then contract authority 
which is strictly a line of credit, and cash of course can be a line of 
credit if you have it in the bank, but if you have a line of credit in 
the form of contract authorization then you have the same flexibility, 
and it does not require an equivalent amount of appropriation. 

Now, Admiral, | do not want to pin you down on this and you can 
answer it any way you like, but I still believe that the program from 
the standpoint of public acceptance and ease of administration from 
the congressional standpoint could still be converted to a contract 
authorization basis by giving you the appropriations that you need 
for 1957 if you need money, and then simply write in the bill that here 
is authorization to go ahead and procure or make contracts, or obli- 
gate and do all of the necessary things. 

Would that be such a difficult job from your own administrative 
standpoint? 

Admiral Raprorp. Senator, I have been coming up here off and 
on for over 35 years, and I have never seen such difficulty as we now 
have since we shifted to this new system of appropriating the full 
amount of money for any particular item before we contract for it. 
We get it in discussing this appropriation and we get it in discussing 
our regular defense budget. We are told, ‘You have $40 billion 
already appropriated, why do you need any more money 

Well, actually, that is the same thing that we used to get in con- 
tract authorizations. We used to have a rather simple system where 
we received authority to enter into contracts; then each year we came 
up and requested the amount of money necessary to pay the bills that 
we knew were coming due during that next fiscal year. We did not 
have large unexpended balances on the books but we had ample 
authority under the contract authorization. To my mind, it was a 
much better arrangement. I do not know why it was decided to 
change it. But, actually, if we do continue this program for mutual 
military assistance, we will need, and Mr. McGuire can check me on 
this, roughly about $6 billion alw: avs unexpended, unless we materially 
change the program. 

That is unless we change our whole world pattern of operations. 
That means that there is a lot of this money as Mr. McGuire said, 
going into euthorizations to procure equi ipment that is not going to be 
delivered until fiscal 1958 or fiscal 1959, and some of it probably 
later. 


KOREAN WAR 


Some background on this is that when the Korean war started, and 
this country got very alarmed, the Congress ayimen ated treme «ndous 
suis for military aid programs, particularly in Europe, to hurry up 
and equip those forces because they thoueht a War was coming on 
and so did everybody else. 

The schedules of delivery of that equipment were more optimistic 
or too optimistic. We are still not finished delivering some of the 
items that we hoped to deliver about 1952. That is particularly in 
the aircraft field. 

The largest. part of this so-called unexpended balance, of $5 billion, 
roughly, on the 30th of June, consists of aircraft and spares for air- 
craft. That is roughly $3 billion out of the $5 billion. 
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Now, you can call it unexpended if you want to, or you can call it 
unobligated. Under the older system it would be a contract author- 
ization. It is a technical definition. Actually,.the Air Force. has 
taken that money or taken that authorization and they have pur- 
chased in most cases new aircraft and as the new aircraft comes to 
them, they are releasing the planes that are going to go to our allies. 

As Mr. McGuire says, they have to be rehabilitated. But we are 
just carrying out the promises that we made to these other countries. 

Now, the other countries have the same planning problems and 
difficulties that we have. We have to program from 3 to 4 years 
ahead on equipment. When we make these plans for that equipment 
we make our own training plans fit accordingly, that is setting up 
schools and getting ready for the new equipment. If there is any 
material change, or in other words, if the equipment does not come 
through, or if there is a reduction, then our whole program has to be 
recast in a rather inefficient way. 

When we promise to deliver $2 billion worth of aircraft to our allies, 
they start training the pilots, the mechanics, and the radio and 
clectronic personnel, and if we back away from it and do not deliver 
(hose things, then all of their money is wasted and they are naturally 
upset. They cannot get the planes anywhere else. 

So, the thing that is so disturbing to me is to hear again and again 
that we have large unexpended balances which would indicate that we 
have some flexibility in what we can do with this money. As Mr. 
MeGuire said, there will only be $166.6 million out of the $5 billion 
there is only $166.6 million on which we will have not completed the 
actual obligation by the end of this month, and even that amount is 
programed. 

Senator Ropertson. Did not he say $198 million? 

Admiral Raprorp. Of that amount, $28.9 million is going to 
lapse, leaving a net of $166.6 million. And we do not want any 
flexibility unless we change our commitments to our allies. 


UNEXPENDED BALANCES 


Secretary Witson. This unexpended balance business that we are 
talking about is this: At the end of 1951, it was $5,500 million. At 
the end of 1952, it was $8,434 million. At the end of 1953, it was 
$8,577 million. At the end of 1954, it was $8 billion. At the end of 
1955, it was $6,300 million and we now figure we will have it down to 
$5 billion. 

That is taking the water out of the business and getting it down to 
brass tacks. 

Senator Tuyr. Part of the reason of why your large unexpended 
balance in 1952 and 1953, was that so much of it had been drawn to 
the Korean conflict and left a deficit due NATO organizations and 
other organizations as I recall the budgetary explanations of years 
past. 

Admiral Raprorp. That is correct. We made programs with our 
allies that we were unable to keep up with because the Korean war 
went on longer and took more material and we did not produce it fast 
enough. 

Senator Tuyr. That is as my memory serves me from years past. 
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DELIVERIES IN NATO AREA 


Admiral Raprorp. Well, the situation as of the 29th of February is 
this: Out of this so-called $5 billion we had a total undelivered in 
Europe of $3,211,547,000. In other words, the greatest part of this 
is still in that NATO area. Out of that $3 billion total, the Air Force 
part of it, or our Air Force, is $2,115 million. It has been the slowest 
moving part of the program. 

Now, ev eryone of those planes is counted on by the people that 
have been told they were going to get them. They have spent their 
money in large amounts to train the personnel, to get ready to use 
them, and they have contributed airfields and facilities to get ready. 
Actually, we have obligated the money here. The Air Force has 
ordered replacement aircraft, and they already have the aircraft that 
are going to be delivered actually in their possession. They are going 
to replace them as they get the new ones. That is about the status 
of it. 

Senator Tuyr. That is my understanding from years ago. As we 
were then faced with the necessity of appropriating the funds, that is 
right. 

Admiral Raprorp. We really went much slower than we hoped to 
go at the time the programs were presented to the Congress. There 
were good reasons for it in many instances. 


MILITARY PERSONNEL ABROAD 


Senator Dworsnak. Could I ask a few questions? We have been 
talking about sending American dollars of military aid to our allies. 
Can you give us some information as to a many American soldiers 
or parery personnel we have serving abroad at the present time? 

I do not think that that is classified, is it? I do not want divisions, 
and that could be 1 man or 1 million men. I would like to know how 
many men are abroad? 

Secretary Witson. It is about ———— in the Army, but I have not 
the Air Force figures, because that changes quite a bit from time to 
time. They send a squadron abroad. 

Senator DworsHak. I mean, those who are quartered abroad. 

Admiral Raprorp. I can give you the exact figures this afternoon, 
and the information is classified. We do not release it. I would say 
it is in the neighborhood of, between —-—— for all services. 

Secretary Witson. I would think it might be more than that. 

Admiral Raprorp. It might be, but those figures would not be far 
off. 


PERSONNEL IN JAPAN AND PHILIPPINE AREA 


Secretary Witson. The Navy has a good many people in the Japan 
and Philippine area. 

Senator DworsHak. A percentage of that is for training purposes, 
and what percentage is officers? 

Admiral Raprorp. You mean our people, that would be very 
small. You see, the largest number, as far as United States military 
personnel serving abroad, the largest number are in Europe. The next 
largest number ts in Korea, where we have two divisions plus all of 
the supporting people. Then, we also have ——— personnel in 
Japan, and Okinawa. 
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Senator DworsHak. What percentage of the total would be serving 
in NATO countries? 

Admiral Raprorp. Of the total Americans? 

Senator DworsHak. Yes. 

(Statement off the record.) 

Admiral Raprorp. Yes, sir. 

Secretary Wiison. It would not be that high. 

Senator DworsHak. Not if you include Korea. 

Admiral Raprorp. I will obtain the exact figures. 

Senator DworsHak. Can you give us that this afternoon? 
wanted to ask the Secretary a question. 

Admiral Raprorp. We have the United States Naval Forces in 
the Mediterranean. They are regularly deployed into that area, and 
I would include them. 


NECESSITY FOR rTATIONING PERSONNEL ABROAD 


Senator DworsHak. Why I ask these questions is because of this: 
[t is primarily to ask you why, if we are sending dollars abroad and 
if we have the proper cooperation and response from the countries 
receiving this military aid, why is it necessary for a country with 
165 million people to assume the obligations for sending manpower 
to the extent that the admiral has indicated to supplement these 
forces of our allies? 

Is it not reasonable to assume that they have almost unlimited 
manpower and with the exception of providing officers to train that 
manpower, is if necessary not only to furnish American dollars, but 
to furnish American manpower? What is your reply to that? 

Secretary Winson. The policy in NATO, particularly, had been 
what we called, “balanced international forces,” where we expected 
our allies to put up most of the foot soldiers and the Army people 
that they could do rather easily, and we would put up some of the 
more expensive kind of things, in the Air Force and the airplanes and 
things like that. 

That is the program that we have tried to carry out. Actually, 
our country has had a policy and we are trying to carry out here 
efficiently for perhaps 10 years. It has been more or less the national 
policy and as I understand it a nonpartisan policy that we recognize 
that we did have a position of leadership in the world, and that we 
had this Communist threat, and that we needed to have allies and 
that we hoped by being strong that we will avoid another world war. 

Senator DworsHak. I can accept that general theory, but at the 
same time if the basis for military aid from the United States to our 
allies is that we are a wealthier country, although that is debatable 
when we consider our national debt and the debts of our allied coun- 
tries—the question is why do we have to furnish manpower along with 
American dollars? 

I can understand why we furnish officers to train some of these 
allied forces, in, say, Formosa or other places. But is it reasonable 
that we have to draft American youth to send them to serve in these 
countries? That is a debatable question. 

[ know that you probably do not make that policy, and I am not 
trying to embarrass you in any way, but I have been asked that 
question, why we have to take our farm youths off the farms of Idaho 
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and other States and send them to serve in these countries. The 
question is, if our allies are short of dollars or the equivalent of dollars, 
is it also reasonable to say that they are short of manpower? 

Are they short of manpower 

Secretary Witson. They would not be short of manpower if we 
put up the dollars to train them. But the thing that is involved in 
it also is whether they feel we are really in on the thing or not, o 
whether we will stay with them or not. Most of these nations are 
very small compared to ours and there is not one of them large enough 
anv more to have that position of leadership. 

With the British having their tough time over the two world wars, 
where there was destruction in their own country, that is the situation. 
We have had the loss of men, relatively small compared to some of 
the others, and we have put up a great amount of money and material 
but we have not had any destruction in our country. These other 
countries did have, particularly this last war. 

The British have pretty well lost their colonial empire and they 
have not got the resources they had once, relative to the rest of the 
world. The Germany are divided between the East and the West, 
and West Germany is having some trouble really getting organized 
again, and the French are having trouble with the collapse of their 
colonial empire. 

Who is going to take the leadership in the world except our country? 

Senator DworsHak. | have one final question. 

Admiral Raprorp. Could I add a little to what the Secretary said? 
I feel so strongly about this. I have been through two world wars, 
and I think in both cases if the final position of the United States 
had been anticipated before the war started, we might have avoided 
the war. In other words, the aggressors figured that the United States 
would not come in. When we did come in, they were very surprised. 


MAJOR DEPLOYMENT IN SENSITIVE PLACES 


We have our major deployments today in the most sensitive places. 
They are visual indications to a potential aggressor that the United 
States is going to be in from the first day. So, they cannot make the 
mistake they made in 1914 and 1941 again. 

We are trying to reduce the number of Americans abroad. We had 
9 divisions in Korea when the armistice was signed, and we now have 
reduced it to 2. We have built up the Korean Army, and the Korean 
Army is over 600,000 out of 20 million population. It is really retard- 
ing their economic recovery and it would be better if they did not have 
to keep that many men in uniform. But we have asked them to do 
that, and we are paying for them, so there would not be so many 
American boys in Korea. 

We undertook to defend Japan, and we have reduced the number of 
American troops in Japan as they have built up their army. 


JAPAN MANPOWER POTENTIAL 


Senator DworsHak. That brings me to this question: In Japan, 
and you referred to that country, should not they have enough 
Japanese men to assume the military burden so far as manpower is 
concerned? 
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Admiral Raprorp. They do have, Senator, and they can make good 
armies, but I would remind you that after the war we encouraged 
them to renounce all armed forces.. As a result the Japanese placed 
certain limitations in their constitution. 

(Statement off the record.) 

Secretary Wiison. We did the same thing with West Germany. 

Admiral Raprorp. We made some very bad mistakes in 1945, and 
we are trying to change our position. 

Senator DworsHak. I just want some reassurance, that if we are 
sending so much manpower and so many young Americans abroad to 
serve in these countries, we are not justified in assuming that that 
policy is based on the reluctance or the refusal of these “be sneficiary 
countries to furnish their full share of manpower. I want to make 
sure it is not their unwillingness in any way to cooperate fully with 
us in providing these safeguards for the free countries of the world. 

(Discussion off the record.) 

Admiral Raprorp. If you go back to the Korean war, we withdrew 
all of the American combat units out of Korea. I have been con- 
vineed and I was convinced in 1950 and I am still convinced that if 
we had had one battalion of United States troops on the 38th parallel 
in Korea, the North Koreans would not have come over. That would 
have meant overrunning the American flag and automatically bringing 
us in. 

Senator DworsHak. We did not want to win that war. 

Admiral Raprorp. It would not have started. What we are try- 
ing to do, more importantly than anything else, with our whole mili- 
tary program, is to prevent a war from starting. One of the best 
ways to do it is to commit the United States in advance to a course 
of action that the whole world knows. 

Senator DworsHak. You have given me some explanations. I 
thought that in providing $60 million since the end of World War II, 
and continuing our interest in military and economic aid in these 
foreign countries, that that was enough evidence, conclusive evidence 
of our interest in ere these countries willing to stand up with us 
against the Soviet threat. I did not realize it was also necessary to 
furnish manpower, as you say, as visual evidence of our continued 
interest in defending the free world. 

Admiral Ravrorp. The most important thing in the world today 
from a military standpoint is where does the United States stand in 
case of further trouble. That means in every place where we are up 
against the Communists. If the Communists make the mistake that 
the Germans made, and the Japanese made, and if they think the 
United States is not going to fight, then you can almost count on 
having another war. 

Senator DworsHak. I do not think it is so much a matter of the 
Russians questioning whether the United States will fight, as it is that 
the United States is questioning to what extent our allies will fight 
in case of an all-out war. 

Admiral Raprorp. I would say again that one of the reasons we are 
spending so much today is because we did not spend ait in the 
period 1945 to 1950. 

Senator Porrrr. Could I ask one question? 

Chairman Haypen. It is noon, but you are the only Senator that 
has not asked Secretary Wilson a question. 
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COMMITMENTS UNDER DEFENSE SUPPORT 


Senator Porrmr. Who makes the commitment for your items under 
defense support? Does the military make those commitments or the 
Department of State? 

Secretary Witson. They are made after a review of the problem 
with the State Department and what our national policy is, or what 
other commitments may have been made like the NATO, or the 
SEATO, or some other arrangements, or on a bilateral arrangement 
with the country. 

Senator Porrer. They are similar in respect to the development of 
assistance or ald that is granted, am | correct in that? 

Secretary Witson. The economic aid, is that the part you are 
talking about? 

Senator Porrer. Yes. 

Secretary Witson. Well, the Defense Department has little or 
nothing to say about that. We know about it on a sort of a need-to- 
know basis, but we do not get the amounts. That is more the State 
Department. 

Admiral Raprorp. It is fitted into the overall program. 

Secretary Witson. Are you talking about defense support or the 
economic. 

Senator Porrrer. In my contact with the Department of State 
on certain items, it was difficult to determine whether the funds came 
from their economic aid or the military support program. I was 
wondering if there was interchange of funds between those two pro- 
grams, and who was actually committing the money for those 
programs. 

Mr. McGuire. Defense support is nonmilitary assistance to a 
nation receiving military aid. It does tie in with our program in 
this respect: The items which we are furnishing in some areas to some 
countries do impose additional requirements on the economics of 
those countries, and where they do not have the capability to fulfill 
all those requirements themselves, the country is given supplemental 
aid under our defense-support program which is under the control 
of ICA. 

Senator Porrer. Are any of the funds for defense support ever 
made on a loan basis, rather than a grant basis? 

Mr. McGuire. I do not know, and I am not really a competent 
Witness to answer that question. That is an economic question. I 
do not know that they are, except a good deal of, the funds I believe 
are generated through Public Law 480 activities. 


PROGRAM OF LOANS 


Mr. Currer. The answer to that question is found in the unclassi- 
fied presentation book at page 37, which shows the program of loans 
from the various funds from the 1956 program. There is a similar 
and comparable attempt which will be made in 1957. 

Senator Porrer. You do make loans, then? 

Secretary Witson. What does the amount come to roughly in 1956? 

Mr. Currer. Well, the program figure was $156 million from defense 
support, in the form of loans, and $52,500,000 from development 
assistance, 
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Senator ELLENDER. To what area is that? 

Mr. Currer. Yugoslavia was $15 million, and Greece was $15 
million, and Iran, $10 million, Israel, $25 million, Turkey was $25 
million, Pakistan was $26 million, Philippines was $10 million, Taiwan 
$20 million, Thailand $10 million and Vietnam $25 million. 

Secretary Wiison. Those are loans of some kind? 

Mr. Cutter. Yes, sir. 

Secretary Wiison. Loans to buy agricultural products or some- 
thing like that? 

Mr. Currer. The form in which the assistance, Mr. Secretary, was 
actually furnished, is not shown, but the countries entered into commit- 
ments to repay those funds so advanced in whatever form they were 
advanced, in some form and on materials stipulated. 


REPAYMENTS ON LOANS 


Senator Munpt. What do your books show on the total amount of 
repayment so far on those loans? 

Mr. Currer. That figure has been furnished to other committees, 
and I can have it here. 

Senator ELLeENDER. We will get that in detail, I presume. 

Senator Munopr. I think that that is important. 

Senator Porrrer. | think it is important to know whether we are 
increasing our efforts in securing loans, even if they are not bankers’ 
loans. If they are soft loans, it would seem to me it would give us a 
relationship of a partnership relationship much better than the 
outright grant, and I hope that is encouraged. 

Chairman Haypen. Are there any further questions? 


EXPENDITURES FOR CONSTRUCTION 


Senator ELteNpER. Mr. Chairman, a while ago, 1 mentioned the 
fact that in addition to all of the sums that we furnished our allies 
that we spent for various constructions for the Army and Navy and 
Air Force abroad in quite a few countries, this total for the Army of 
$349 264,370. For the Navy, $273,017,000. For the Air Force, 
$2,195,375,180, for a total of $2,818,710,550. 

Those are some of the figures that I mentioned awhile ago. 

Chairman Haypen. Mr. Secretary, we are very glad to have you 
here, and Admiral Radford will return at 2 o’clock this afternoon. 


IMPORTANCE OF WESTERN EUROPE 


Secretary Witson. Mr. Chairman, there is one little thing that I] 
would like to say because I feel it so strongly. We are talking a good 
deal about Europe and the NATO business. If vou take the resources 
of the world roughly, now Russia has about 25 percent of them. 
Western Europe and the free world has another 25 percent, and we 
have roughly 50 percent. 

Russians put a larger percent of their heavy industry and their 
resources into their military machinery than we do. If we lose Europe 
and they had 50 percent of the resources of the world then against our 
50 percent, we would really have another completely different kind 
of problem on our hands. 
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Senator Munpt. When you say resourees, you mean productive 
capacity? 

Secretary Wiison. Steel capacity, and copper production, and 
vluminum machinery of all kinds. That is the natural resources to 
back them up. 

So that it is so important that we have some patience with this 
international policy now and see it through until men of good will 
throughout the world, even including the Russians, start to pull down 
this liability of war. In the meantime, though, we just cannot let 
this European thing slide. 

Senator DworsHak. We must be sure we are making progress and 
not losing out in our own prestige and that we are not weakening our 
own military defense ¢ apabilities. General LeMay told our committee 
last week that SAC carried the entire burden for defending this coun- 
trv, and when a reputable spokesman for the Air Force says that, | 
begin to get somewhat dubious as to whether we are making the 
progress which is necessary. 

Senator ELLenpeErR. In this connection with what you have just 
said, Mr. Wilson, do not you think it is imperative for us to see to if 
that our allies carry their just proportion of the burden, because if 
thev do not, then I can foresee that all of us will go down together? 

You destros initiative in America, and I do not have to tell you 
that, you can see what is going to happen. Russia is not going to have 
tofirea shot. We are simply going to lose our way of fre .edom by being 
unable to continue this initiative that has made America so great. 

Chairman Haypen. The committee will stand i in recess. 

(Thereupon, at 12:15 p. m., a recess was taken until 2 p. m. 


AFTERNOON SEsSION—2 P. M. 


STATEMENT OF ADM. ARTHUR W. RADFORD, CHAIRMAN, JOINT 
CHIEFS OF STAFF; ACCOMPANIED BY E. PERKINS McGUIRE, 
DEPUTY ASSISTANT SECRETARY FOR MUTUAL DEFENSE AS- 
SISTANCE PROGRAMS, AND MONROE LEIGH, ASSISTANT GEN- 
ERAL COUNSEL, DEPARTMENT OF DEFENSE 


IMPACT OF CURTAILMENT OF PROGRAM 


The committee reconvened at 2 p. m., upon the expiration of the 
recess. 

Chairman Haypren. The committee will be in order. Admiral, we 
will be pleased to hear from you. 

Senator Dirksen. Do you have a statement? 

Admiral Raprorp. Yes, sir. 

Senator Dirksen. Before you get to that statement, I would like 
to refer to the question I asked this morning because | think it is the 
vital part and nub of the whole business; namely, if there were no 
program or a sharply reduced program, what its impact would be on 
appropriations and expenditures for our own Defense Establishment. 

Admiral Raprorp. Senator, I think a great deal of my statement 
is directed to that. I would like to read the statement and then 
maybe you would like to have me amplify certain parts of it after 
you hear it. 

Senator Dirksen. Very well. 

Chairman Haypen. You may proceed, Admiral. 
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MILITARY PERSONNEL ABROAD 


Admiral Raprorp. I would first like to refer to the question that 
was asked by Senator Dworshak this morning. He asked me about 
the United States military personnel! located in foreign countries. 

I have the worldwide figures as of March 31, 1956. 

(Statement off the record.) 

In the MAAGS, the total figure is 5,723 which is ineluded in the 
figures for United States personne] I have just given you. 

Senator ELLENDER. When you say shore base od, vou mean at home 
and abroad? 

Admiral Raprorp. No, this is just abroad. It does not include, 
for instance, Hawaii or Alaska. It includes shore based in countries 
other than those under the United States fl ag. 

Senator ELLeNpER. Are those in the Navy, or are they in all serv- 
ices? 

Admiral Raprorp. Army, Navy, Marine, Air Force, all services. 
The largest number, of course, are in the Army. 

Senator ELLENDER. I presume you have there these that are sta- 
tioned in Japan and Germany, as well as in Korea? 

Admiral Raprorp. Yes, sir. 

Senator Tuyn. That is a classified figure; is it not? 

Admiral Raprorp. Yes, sir. We do not give that out. 

Senator ELuenper. All this will remain in the record, I presume, 
and under lock and key, Senator. 

Chairman Haypen. Yes. 

Admiral Raprorp. Mr. Chairman and members of the committee, 
I appreciate this opportunity of appearing before you on behalf of the 
Department of Defense in support of the ‘mutual sec urity program for 
fiscal year 1957. 

My remarks are directed to that portion of the program over which 
the Department of Defense has primary cognizance. 

The subject of economic assistance will be dealt with by others. 
However, I would like to point out that in certain countries economic 
assistance is essential to a sound military program. 

it is my purpose today to outline the military situations confronting 
the United States, and to set forth the military reasoning which leads 
to this request for mutual defense assistance funds, and to the appli- 
cation of the term ‘‘vital’’ to their need. 

The Sino-Soviet bloc, directed by the Kremlin, has the avowed 
purpose of extending its dominion throughout the world by all avail- 
able means, including the use of military force. It will employ cold- 
war tactics as long as these are advantageous and it will precipitate 
a shooting war whenever it believes it will be to its advantage to do so. 


UNITED STATES MILITARY POLICY 


The military policy of the United States must, therefore, be twofold: 

One, to deter the Sino-Soviet bloc from expanding its authority 
through the use of military force, and, two, to provide the basis for 
winning a war, whether global or limited, if one is forced upon us. 

Our military plans reflect both aspects of this policy. 

(Statement off the record.) 

At the present time, we enjoy certain advantages resulting from our 
patient and painstaking efforts to build friendly allied military capa- 
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bilities around the periphery of the Communist empire. These com- 
bined with our own abilities, especially our Strategic Air Force, have 
so far inhibited the Communists from embarking upon a more ambi- 
tious venture. 

Although our minds are constantly applied to the task of winning a 
war should one be forced upon us, we are at the same time concerned 
with the more immediate problem of preventing the war from hap- 
pening. To this end, the United States and its allies must maintain 
a military posture which will provide principally for: (1) an atomic 
retaliatory capability, (2) a protective force for strategic land areas 
and sea and air communications, and (3) mobile-ready forces held in 
strategic reserve which can be deployed rapidly to strategic areas to 
reenforce United States or indigenous forces. 

(Statement off the record.) 


ATOMIC RETALIATORY CAPABILITY 


We now have an atomic retaliatory capability of considerable mag- 
nitude. Although our atomic strike forces contain numerous long- 
range aircraft such as the B—-36 and B-52, the effectiveness of our 
retaliatory operations will be dependent, to a large degree, on the use 
of medium-range bombers like the B-47 operating from overseas 
peripheral bases, and carrier attack planes launched in friendly waters. 

(Statement off the record.) 


PROTECTIVE FORCES FOR STRATEGIC AREAS 


Protective forces are required for strategic land areas for two pur- 
poses: They provide the necessary security for active or potential 
United States and Allied bases of operations, and they deny those 
areas to the Communists for the establishment of opposing bases. 

These forces should be provided principally by the state exercising 
sovereignty over the area. 

You have long been aware, however, that many countries are eco- 
nomically ine apable of maintaining forces commensurate with the 
importance of their strategic location. We are faced with the choice 
of supporting their military establishments with United States aid, or 
watching them be carried into the Communist camp. 


FORWARD DEPLOYMENT OF READY MILITARY FORCES 


In some areas, the indigenous forces we support are alone not 
capable of opposing the immediate threat confronting them. This 
situation requires in some instances a forward de ployment of United 
States ready military forces, Army, naval, and air. 

Here again we are denying the Communist bloe from encroaching 
upon areas of strategic importance to United States and free world 
military success, as well as convincing our allies of our long-range 
determination to oppose Communist expansion. 

Forward deployment of United States forces requires the acquisition 
of base rights in many areas and in a variety of forms—airfields, 
supply de pots, special-we apons storage sites, repair facilities, com- 
munication facilities, radar sites, training areas, and so forth. 

Without such bases our own and free-world forces would be ill 
equipped to carry out their mission. 
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(Statement off the record.) 

This situation exists in many possible theaters of operations where 
aggression may be forced upon us. Either Allied or United States 
base facilities must be kept ready to handle the expeditious deploy- 
ment of strategic reserves when needed. 

It may be seen, gentlemen, that much of our strategy hinges upon 
the continued availability of military bases where we have to defend 
against aggression. In some cases we establish and operate them with 
United States forces; in others we provide military assistance to na- 
tions which maintain bases of potential value to the Allied defense 
war effort. 

Where possible, these bases are protected by indigenous military 
forces. 

ADEQUATE BASE SYSTEM ESSENTIAL 


The Joint Chiefs of Staff consider that an adequate base system 
is essential to the successful prosecution of free world military strategy. 

Here, then, is a definite link between our prospects of victory if 
war is forced upon us and the “minimum essential” requirements for 
mutual defense assistance funds. 

In essence, to insure our success, We must provide essential funds 
for the maintenance of an adequate world base system from which 
United States and Allied forces may contain and counterattack the 
Communists. 

All other reasons for foreign military assistance must be contribu- 
tory to this one central theme. 

You have heard three other justifications advanced for the employ- 
ment of mutual defense assistance program funds. These are the 
preservation of internal security, resistance to local aggression, and 
a contribution to a regional defense effort. 

No fine distinction can be drawn between the forces committed to 
either of these missions. 

We try to help each friendly country to maintain a military capa- 
bility which insures the stability of its government and denies access 
to its territory by Communist subversives. 

In addition to this, we attempt to create a military force strong 
enough to discourage wanton Communist incursions by military force. 


COMMUNIST PROBING ACTIONS 


We have twice in the last decade seen Communist military probing 
actions into the most vulnerable outposts of freedom. In both cases 
the free world fought back to a stalemate, not victory, and at the 
loss of many lives and some territory. 

Our only recourse is to make these expeditions unprofitable to the 
Communists. 

I know of no better deterrent to their aims than strong indigenous 
forces capable of resisting vigorously until stronger allied strength 
can be brought to bear. 

I hope that the foregoing has served to establish the ‘“essential’’ 
character of the mutual defense assistance program. 

It is an integral part of United States military strategy upon which 
our prospects of success in the event of aggression, large or small, 
must depend. 
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Let me also speak of the term ‘‘minimum”’ as it is applied to the 
requirement for mutual defense assistance program funds. 

We do not advocate support for any forces beyond those necessary 
for strategic plans. Allied forces are needed in the fight against any 
overt aggression on the part of the Communist bloc. 

This is especially so in the case of the peripheral or nonglobal type 
of war. 

(Statement off the record.) 

Alone we simply do not have the unlimited manpower required 
match the Communists all over the world. 

Kven if we did, you can imagine the expense of such a program, not 
to mention all of the myriad administrative problems which it would 
entail. 

MUTUAL DEFENSE ASSISTANCE PROGRAM 


The mutual defense assistance program submitted to Congress by 
the executive branch, called for $3 billion, of which $255 million is for 
fixed charges. 

Kive critical countries, Korea, Taiwan, Vietnam, Turkey, and 
Pakistan, absorb another $1.2 billion. 

The military capabilities of these countries are highly important to 
strategic plans. They have negligible ability to provide for them- 
selves and if we are to count on them, we must pay the bill—$1.55 
billion has been requested for the remainder of the world. 

It is obvious that any reductions imposed would have to be applied 
to this latter figure. ‘The $1 billion reduction voted by the House of 
Representatives simply means that $550 million would be available to 
carry Out a program in 33 countries. 

I therefore earnestly appeal to you to restore sufficient appropria- 
tions for the continuance of a balanced worldwide program. In my 
opinion there is a defendable requirement for the entire $3 billion 
requested by the administration. We can live with something less, 
but our struggle for military security will be hampered. 

Would you like to have me expand on that? 

Senator Dirksen. I would like to have you amplify a little, 
Admiral, because here a person sits in a judgment seat and he is under 
pressure from the country beset with taxes, which everybody appre- 
ciates, to bring about a reduction in the mutual assistance program in 
the hope that there can be tax reduction for our people. 

They say this is not necessary; it is a giveaway, quite often they do 
not see the security perspective that is involved, nor can you expect 
them to see it. 

So it adds up to this question if you look at it only from the stand- 
point of dollars and cents. Assuming a sharply diminished program 
or no program, what then must we as a country do, what must we as 
a Congress, charged with the defense of the country, in order to carry 
out the kind of security pattern that our military leaders think is a 
minimum? 

Admiral Raprorp. Senator, that is a most important question. 
Since hearing the questions this morning, I have decided that at an 
early opportunity I would like to make 2 or 3 public appearances 
on this subject to help make it plainer to the people of the United 
States, and I think I can help. 
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You have to realize, as I said this morning, that our first and most 
important job is to prevent another war. We are holding the line 
around the periphery, from Norway to Siberia, around the periphery 
of the Sino-Soviet bloc. We are in large part supporting that periph- 
ery by indigenous forces whicb in turn are supported by this military- 
aid program. 


SITUATION IN TURKEY 


If we canceled this program, we could not have the same kind of 
defense, the same kind of security. I could take two or three 
countries. 

For instance, Turkey, they are supporting a good number of divi- 
sions. Their effort, as far as their ground force is concerned, is very 
close to maximum effort manpowerwise. In other words, every young 
Turk who becomes 18 years old has to spend a couple of years in the 
Army, Navy, or Air Force. If they were to expand their forces, they 
would have to lengthen this term of service. If we withdrew support 
from Turkey today, their forces would come down. I would hesitate 
to say what Turkey could support by themselves, but it would be 
only a small percentage of what they now have. That would open 
Turkey to the possibility of overt attack, but more importantly, they 
would lose their feeling that they are part of the free world and that 
we are backing them up. 


PRODUCTIVE CAPACITY OF EUROPE AND JAPAN 


Mr. Wilson pointed out this morning that Europe probably has a 
productive capacity almost equal to the Soviet: Union. And if the 
Communist bloc acquired the countries in Europe, they then would 
have a total productive capacity equal to that of wor United States, 
and the balance would be in their favor in some are: 

The same thought applies if they got Japan on duane side. The 
Communist bloc would acquire great productive capacity from the 
Japanese and would further shift the balance in their favor. 

When you ask me if we took the money that we now spend on our 
military aid program and added it to our defense effort, would we get 
better defense, the answer is unequivocally “No.” We could not 
buy the defense we get today with this roughly $3 billion a year, 
because we would gradually lose to the Communist bloc, or at least 
we would lose from out of the allied bloc, these countries that now form 
a protective screen around the United States. 


FRONT LINE OF DEFENSE 


Our front line, for instance, is not the Atlantic Ocean shore here in 
eastern United States. It is over in Central Germany. It is up at 
the northern outpost in Norway. It is north of the Dardanelles and 
Turkey. It is up in the Caucus on the Turkish border. It is up in 
north Thailand against the Communist Chinese border. 

It is up on the 17th parallel in Indochina. It is on the 38th 
parallel in Korea. 

If we were to drop out of this military-aid program we would soon 
have to drop back to positions under the United States flag only. 

We would lose the capabilities of our allies. Eventually we would 
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be in a position where we probably could not avert war starting and 
no one would be able to predict its outcome. 

I go back to the fact that my personal reason for year after year 
supporting this military-aid program is my sincere feeling that only 
by this program can we reasonably expect to prevent a third world 
war. We could not station overseas United States young men in the 
numbers required to defend these countries. We do not have the 
manpower resources. Regardless of the money involved, we could 
not replace these indigenous forces even if we did have the money to 
spend. For many reasons we could not station large American 
forces in many of these countries. 

(Discussion off the record.) 

Senator Munpr. That $1.2 billion included Turkey, Formosa, and 
Korea. 

FUNDS FOR FIXED CHARGES 


This $1.2 billion can be defended pretty clearly with the under- 
standing of the average citizen. It is in the other two areas, your 
$255 million fixed charges. 

What is involved? 

Admiral Raprorp. Packing, crating, handling, shipping, admin- 
istration, and the cost of operating our MAAG’s constitute the fixed 
charges that we have to pay. 

Senator Munpt. Then we get to the $1,550 million. 

Admiral Raprorp. That is for the rest of the world. 

Senator Munpr. That is where we run into all these sticky problems, 
these questionable cases like Yugoslavia, India, and our allies. 

Admiral Raprorp. We have no military aid program for India. 

Senator Munpt. You have economic aid. 

Admiral Raprorp. Yes, sir; but I am addressing myselt now to the 
military-assistance program. 

Senator ELLeNprer. Admiral, you have mentioned at least one area 
in Europe, Turkey, of course, that is deserving. I think they would 
fight at the drop of a hat. They are on the border of Russia. 


SITUATION IN FRANCE AND ITALY 


But what I am not satisfied with, and I think I speak the views ot 
quite a few Congressmen, is the attitude of the French. Do you 
expect the same out of the French that you expect out of the Turks; 
do you expect the same out of the Italians as you do out of the Turks 
and these other people? 

Admiral Raprorp. Senator—— 

Senator ELtenper. Here lately, as you know, no doubt, the torces 
in France have been reduced considerably and I understand without 
authority from anybody. I hope that the Joint Chiefs of Staff did 
not agree to send all these soldiers in North Atrica, soldiers that were 
probably trained with money that we furnished and ammunition and 
hardware that we ourselves either furnished directly or gave France 
the money with which to manufacture it. 

It is things like that that bother me and bother quite a few others. 

I would like to have your honest convictions as to NATO. Is 
NATO responding in the way you expected it, say, from the beginning 
to this day? 


79607—56——10 
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Admiral Raprorp. Senator, I would say I share, the other Chiefs 
share, and the Defense Department generally shares, concern over 
some of the situations we face around the world and particularly some 
of these we face in NATO. 

Senator Ettenper. Is it particularly Western Europe? 

Admiral Raprorp. I would say we have problems in the Middle 
East, problems in the Far Kast, and we have problems in Europe. 

(Discussion off the record.) 


TRAINING FOR GERMAN NAVY 


Mr. McGutre. Yes, sir. In the fiscal vear 1957 request for Ger- 
many there is a small amount covering training only and another 
small amount Ah miscellaneous spare parts and _ electronics 
equipment for the German Navy. 

You may have read in the paper this morning that 2 or 3 small 
minesweepers were turned over to the Germans. There is no pro- 
gram for practical purposes, except in training. 

Senator ELLENDER. Are you satisfied that they will come up? 

Mr. McGurre. We have the equipment in inventory. It has 
already been approved by the Congress. 

Senator EuteNpER. Have you sufficient facts that the Germans 
will organize and will give us the units that they propose? 

Mr. McGuire. Yes, sir. 

Admiral Raprorp. Recently | returned from Bonn. I was briefed 
about a month ago by German officers who are building up the Navy, 
the Air Force, and the Army, and by their equivalent to a Chairman 
of the Joint Chiefs of Staff. 

Thev have given us the dates at which they will organize various 
units up through 1958. 

This equipment that Mr. MeGuire mentioned has not all been de- 
livered, although it has been delivered to the stockpile. We still 
control that equipment and will give it to the Germans as they need 
it for their units. 

Senator ELLENDER. The information I have before me states that 
the delivered amount of military assistance, that is hardware, is 
———. You still hold control of that? 

Admiral Raprorp. It is in stockpile. We hold most of it. 

Senator ELLENDER. Then you still have from appropriations here- 
tofore made an unexpended balance of 

Mr. McGurre. Which is primarily in long lead-time items such as 
aircraft. 

Admiral Raprorp. We have told the Germans we would del ver 
on certain dates as they build up their forces and attain the capa- 
bility of effectively assimilating it. 

Senator ELLeNpDER. That is the reason the amount you are pro- 
viding for Germany is 

Mr. McGutrv. We are taking steps to give them the capability to 
assimilate this equipment effectively and use it intelligently. 

Admiral Raprorp. We are having Germans over here to begin 
training on this equipment in our schools. 

Senator ELLeENpDER. Now, in providing these funds for Germany, 
what weight have you given to the capability of Germany to furnish 
some of this equipment itself? 
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GERMAN CAPABILITY OF MILITARY PRODUCTION 


Admiral Raprorp. They have no munitions manufacturing in 
Germany at this time. In all probability they will begin to produce 
military equipment ot their own design and we will not furnish any 
more equipment after this initial outfitting. 

Mr. McGuire. 1 would like to add to that off record, if I may. 

(Discussion off the record.) 

Senator ELLENDER. Do you feel that you are getting more out of 
Germany, let us say, than you obtain out of France? 

Admiral Raprorp. Not yet, we are not. 

Senator ELLENDER. I mean do you anticipate vou will? 

Admiral Raprorp. I would say at the moment the French are 
way ahead of the Germans. 

Senator ELLENDER. In what respect? 

Admiral Raprorp. Their army, air force, and navy, are organized, 
going concerns. 

Senator ELLeNDER. And manufacturing? 

Admiral Raprorp. The French are manufacturing some planes. 

(Statement off the record.) 

Senator Dirksen. Let me ask with respect to munitions in the 
future. We dismantled all their plants, some of which we turned 
over to the Soviet Union, but in any event we dismantled every one 
of their manufacturing military installations. 


LIMITATION ON GERMAN MANUFACTURES 


Now, what limitation, if any, still obtains with respect to that? 
They are free now since their sovereignty has been restored, I take it? 

Admiral Raprorp. I would have to check with the State Depart- 
ment, but I believe under the Brussels Treaty the Germans can manu- 
facture, if they want to, anything except atomic, chemical, and bio- 
logical weapons. 

Mr. McGutre. I think that is correct. 

Senator Dirksen. So they are not inhibited now from manufac- 
turing airplanes, anything new in artillery equipment and materiel? 

Mr. McGutre. No, sir. 

Admiral Raprorp. As the situation is in West Germany, today, all 
their present plants are very busy doing something else. They have 
no unemployment. It will take them some time to get into the air- 
plane business. 

(Discussion off the record.) 

Admiral Raprorp. | would like to add to my previous statement 
that Germany is prohibited from manufacturing atomic weapons, 
bacteri iological, and chemical warfare materials and anv manufacture 
of guided missiles in Germany is subject te agreement by the nations 
of the Western European Union. 


ITALIAN RESTRICTIONS 


Senator DworsHak. What is the status of the Italian treaty? 
Does that also prohibit the manufacturing of certain arms in Italy? 

Admiral Raprorp. I don’t believe there are any restrictions, but 
I could not answer that for certain. 
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Mr. Lercu. There are no absolute prohibitions on the manufacture 
of ABC weapons in Italy. 

Senator Dworsnak. Under the terms of treaty, can we deprive 
them ot their military forces and turn their ships over to Russia? 

Mr. Leicu. That is true. In the case of Germany the treaty takes 
note of the German declaration about ABC weapons. 

Senator Munpr. Did I understand you to say earlier that Britain 
is already self-sufficient, that she has arrived at the point where she 
no longer need be in our program? 

Mr. McGuire. There is no United Kingdom program this year. 


OFFSHORE PROCUREMENT IN ENGLAND 


Senator ELLenpDER. Except offshore procurement. 

Mr. McGuire. The offshore procurement is tor other countries, 
but there is no program in this proposal for fiscal year 1957 that 
would provide military grant assistance to England. 

Senator ELLENDER. But you are giving economic aid to the United 
Kingdom indirectly by giving work to their tactories. I have it betore 
me right now. I have the contract for radar and so forth. That, to 
me, I have often stated, is in the nature of economic aid. 

The only difference is that they do not get counterpart funds. 

Senator Munopr. If it is at competitive prices it would not be aid, 
would it? 

Senator ELLenprER. But the point I am trying to make is, and I am 
not arguing against it now, but when you say that England has no 
program at all, you have here a contract for————. 

(Statement off the record.) 

You add all that together and it makes a nice sum. 

Now, whether those are going on now, I do not know, but they 
have been going on for quite some time and except in four instances 
that I mention here all of it went to countries other than the British. 

For instance, in the manufacture of Hawker Hunter airplanes, 100 
percent of that, we gave them —-——— and they built airplanes for 
themselves with our money. 

Senator Munpr. If you get the same equivalent in hardware from 
the British contract that you would get if they bought it from an 
American plant, it is not aid to Britain necessarily. It is aid to some- 
body. 

Senator ELLENDER. What I had in mind was to keep their economy 
up, buoyant. 

Admiral Raprorp. We are buying equipment because the countries 
that we are giving aid to want the British type equipment. So we 
decided to buy in England. . 

Senator Munpt. Did you give them a bonanza contract? 

Mr. McGuire. No, sir. 

Admiral Raprorp. We started to discuss this because I think the 
original question was, will the British be like the Germans, self- 
supporting. I said that they are arriving at that position now. They 
are going to build their own equipment for their own forces. 


CONTRACTS FOR HAWKER HUNTERS 


Senator Dirksen. Let us take another aspect of it. Let us assume 
these contracts for instance were Hawker Hunters. Who in the 





MUTUAL SECURITY APPROPRIATIONS, 1957 147 


United States as of now of our aircraft builders could actually take 
additional contracts and make deliveries within a reasonable time in 
view of our own program? Could they or could they not? 

Admiral Raprorp. I do not think so. 

Mr. McGutrre. I would like to point out, Senator, that this off- 
shore procurement program should not be viewed as an addition to the 
military program. It is a byproduct of the military program. 

lt is a means by which material is supplied. So whatever the 
amount of offshore procurement that went into England—and I 
certainly think that Senator Ellender is correct, it does provide eco- 
nomic capability to that country. It is not a duplication of what we 
Five. 


USE OF BRITISH EQUIPMENT 


The offshore procurement is an outgrowth of the overall program. 

As the Admiral pointed out, in some areas, particularly in the Middle 
Kast, it is highly desirable that we contract for offshore procurement 
items. This procedure permits us to provide the necessary equipment 
without revamping the whole structure with American equipment. 

If they get British equipment, which they have been getting for 
years, we don’t have to rehabilitate their whole army in order to keep 
it up to date and mobile. 

Senator ELLENDER. Does that off-shore procurement come out of 
the amount that is made available under the figures we have been talk- 
ing about here from year to year? 

Mr. McGuire. Maybe I can explain it to you this way, Senator: 

You give me $100. I spend $10 in off-shore procurement; $50 with 
the Air Force, some with the Navy, some with the Army, to procure 
locally out of their stocks or from United States manufactures. 

It is not a duplication. It is included in those figures you have 
before you. 

Senator ELLenper. In other words, when you have your total pro- 
gram for 1957 of $951,371,000 for Europe, that there is off-shore pro- 
curement obtained for any country, it will come out of that money? 

Mr. McGuire. Yes, sir. 

Senator ELLENDER. It is not extra? 

Mr. McGuire. No, sir; it is not. 


OPERATION OF BASES ABROAD 


Senator ELLENDER. Now, Admiral, I would like to ask you a ques- 
tion on another subject. 

You laid stress on SAC, that we have bases all over the world and 
around the periphery of Russia. 

What assistance, if any, do we get from any of the countries in 
respect to that operation? 

Admiral Raprorp. We have SAC bases in England. 

Senator ELLtenprer. I understand that, but what | mean is what 
assistance do we get by way of contributions of airplanes or money to 
operate the bases, or do we do that all ourselves? 

Take in North Africa, for instance, all the bases that are operated 
there, you take in Okinawa, all the bases that are operated there, and 
the ones built in Spain. 

Senator Munpr. England has a capacity to contribute which 
Africa does not have. I wonder when we get a base in England 
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whether we buy the real estate or whether she gives it. We are paving 
for the construction of the bases for our own squadrons in England. 

Senator ELLENDER. Who pays for the real estate? 

Admiral Raprorp. I am positive that the British pay. They 
don’t charge us for the real estate. 

Senator ELLENDER. They furnish old bases as I understand it and 
if we add to them and expand them that is our cost. 

Admiral Raprorp. The facilities on these we pay for. We do it 
because we need bases that are close to the Communist bloc. 

Senator ELLENDER. As to those bases that are in our charge for 
SAC, all in North Africa, and those in Saudi Arabia and going around 
to Okinawa and Japan and so forth, is it not a fact that all those bases 
are equipped with our own planes and manned with our own people 
except such of the local people you might employ to help us operate 
them? 

Admiral Raprorp. The British have a bomber capability. 

Senator ELLENDER. That is on their own? 

Admiral Raprorp. On their own. 

Senator ELLenper. Exactly. But I am talking about SAC now. 

Admiral Raprorp. The bases you are talking about are United 
States bases and they are manned by United States military personnel. 

Senator ELLENpDER. That is correct, so that they are operated by 
our own people? 

Admiral Raprorp. Yes, sir. 

Senator ELLENDER. At our own expense? 

Admiral Raprorp. Yes, sir. 

Senator ELtenper. Now, has Great Britain any bases that esuld 
be used in connection with SAC? 

Admiral Raprorp. You mean to supplement those? 

Senator ELLENDER. Yes. 

Admiral Raprorp. You mean in England? 

Senator ELLENDER. Yes. 

Admiral Raprorp. Yes. 

Senator ELLENDER. That is supplementary? 

Admiral Raprorp. Yes. 

Outside England they have other bases around the world. I am 
quite sure we could count on using any base they had. 

Senator ELLENDER. Yes, but we would have to man it. 

Senator Munpr. Do they have asimilar program? Do they go any- 
place not under the Union Jack and buy a base and build it up like 
you are doing? 

Admiral Raprorp. No. They already had locations around the 
world. 

Senator Munpr. Just on their own territory? 

Admiral Raprorp. They have some British bases around the world 
which, if still in their hands, we would be welcome to use in an 
emergency. 

Senator Munpr. Do they have any not on their own land? 

(Discussion off the record.) 

Senator ELLENDER. Yes, but what I meant is when you speak of 
how SAC is to be used, all of that is an expense that we ourselves 
are carrying throughout the world. 

Admiral Raprorp. Yes, that is correct. 
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IMPORTANCE OF SAC 


Senator Munpr. It was stated in the committee yesterday that in 
case of conflict with Russia the defense of the entire free world de- 
pended in the first instance on the Air Force and in the second instance 
depended entirely on SAC. 

I gather from what vou have said that that would not be true, that 
there is a bombing capability that the British have established all 
over the world. Am I right or wrong about that? 

(Discussion off the record.) 

Senator ELLENpER. Now, Admiral, I would like to ask this ques- 
tion, similar to what I asked Mr. Wilson. 


BURDEN IN SOUTHEAST ASIA 


Are you not somewhat disturbed that we in America must carry 
this whole burden in southeast Asia and should not a drive be made 
of some kind so as to enlist the support of others of our allies to assist 
us in keeping up sufficient forces. 

Admiral Raprorp. We try, and I feel we have not left any stone 
unturned, to encourage every ally to contribute as much as they are 
supposed to contribute. 

In all of our country teams we keep track of their income and their 
ability to share the load. We insist that they contribute in accordance 
with their capabilities and facilities. 

Senator ELLENpDER. The countries I have in mind are those in 
Western Europe, France, where we spent $7 billion in assisting them. 
In England, where we spent $5 billion in trying to assist them, and 
vet those countries, particularly the British, the Australians, the 
New Zealanders, are in my opinion as much, if not more, interested in 
assisting us in that area, but when you check there is nobody home. 

We are the only ones there, furnishing the money, furnishing the 
materials.of war, and taking care of the situation. Nobody else is 
bothering about it. 

Admiral Raprorp. No, sir; that is not correct. 

Senator ELLENDER. I would like for you to tell the committee the 
extent to which any of the countries are assisting in southeast Asia, 
except the British to protect Malaya, Hong Kong, Singapore, their 
own property. 

FRENCH EXPENDITURES IN INDOCHINA 


Admiral Raprorp. The French are out of Indochina but they spent 
there more than we gave them in aid. They lost the war, but we 
encouraged them to keep up the fight against the Communist forces. 

Senator ELLeNDER. Since the French have le ft—and exclude the 
British in Malaya because they are fighting to keep what they have 
there—the British, I was told, and I may be wrong about this, are 
not so anxious to assist in southeast Asia because they are afraid to 
cross swords with the Chinese in any matter for fear they might lose 
Hong Kong. 

Admiral Raprorp. IJ think the British at the moment are contrib- 
uting as much as they can to the allied military effort around the 
world. 
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BRITISH CONTRIBUTIONS IN SOUTHEAST ASIA 


Senator ELLENDER. In southeast Asia what are they contributing? 

Admiral Raprorp. They are holding Malaya. They have large 
forces there, including Australian forces. They have forces in Hong 
Kong. They have naval forces out in the Far Kast. 

Senator ELLENDER. Do they have anybody in Formosa? 

Admiral Raprorp. No, sir. 

Senator ELLENDER. Do they have anybody in southeast Asia? 

Admiral Raprorp. No. 

Senator ELLENDER. In Thailand? 

Admiral Raprorp. No. 

Senator ELLENDER. Of course they do not. They have them where 
they have their own interests to protect to the same extent that they 
have them in the Middle East where they are protecting their oil. 

Admiral Raprorp. We don’t have United States forces— 

Senator ELLENDER. I am talking about aid. 

Admiral Raprorp. The British don’t have the money to do it. 

Senator ELLENpDER. Where is our money coming from? It is all 
borrowed money. You do not mean to say that we have it. We 
have not balanced this budget in 24 years. Where do you get the 
money? You have to borrow it. We do not have it. 

That is just the point. I believe a good many of you who advocate 
this fail to weigh what impact all of this is going to have on our own 
economy if you continue it. 

Why, we would not need the armed services if we continue to spend 
as we are spending now and destroy initiative. . 1 am sure you agree 
to that. 

Senator Dirksen. Admiral, before you answer, I want to make 
one comment. 

Senator ELLENDER. He will not answer that. He knows it. 

Admiral Raprorp. I will be glad to answer that question. 


SOLVENCY OF THE COUNTRY 


Senator Dirksen. Having come up the frugal way, I certainly 
have done my share of puzzling over the problems that you pose; 
namely, of course, the solvency of thiscountry. I doubt whether there 
is any Member of the House and Senate who has not puzzled over it, 
but here it is probable, and certainly in my judgment, the larger chal- 
lenge. That is, if a global war should come, stemming from pe oripher: al 
war or otherwise, and we should get licked in such a war—and, of 
course, there are people, lots of them, who take it for granted that 
we are absolutely invulnerable and that nothing could happen— 
suppose that eventuality should develop, then, of course, we can truly 
forget about foreign aid, forget about the Army, Navy, Air Force, 
Marine Corps; we can forget about everything and we can also forget 
about our free enterprise system that has made it possible for us to 
support it thus far, even though we have been straining at the hinges. 

Senator ELLENDER. We have been straining at the hinges as you 
put it. I voted for the Marshall aid plan in the hope that when our 
friends across the seas would be put on their feet that they would 
assist us; that they would do as much as we are doing. 

They are as well off as we were when you continue the per capita 
debt and everything else. 
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I made a point of Belgium this morning. There is not a country 
in Western Europe that is more prosperous than Belgium and yet we 
have to furnish airplanes and furnish everything to Belgium. 

Take Holland, take Norway. Now, those countries are not as 
rich as we are; that is true, but it strikes me that with all that we had 
done in the hope that they would be in a position to assist, [ say when 
we go now to ask for help there is nobody home to the extent that 
I would expect it. 


STATEMENT OF SECRETARY WILSON 


Admiral Raprorp. Could I read this statement again, which Mr. 
Wilson made this morning: 


Over the past 6% vears, July 1, 1949, to December 31, 1955, the United States 
has spent approximately $208 billion directly for its own military forces. During 
this same period, a little over $13 billion has been spent through the military-aid 
program in the creation and maintenance of military strength among our allies 
These alliance expenses have amounted to a little over 6 percent of the expense 
of our own forces. It is estimated that the NATO nations in Europe have spent 
approximately $69 billion from their own budgets for the creation and maintenance 
of military strength during the past 6% years. We have provided our NATO 
allies with approximately $10.3 billion through military aid for equipment, 
facilities, and training during this same period or approximately $1 in military 
aid for every $7 spent from their own military budgets 

Senator ELLENDER. I would like to have that analyzed. I would 
like to see what vou include in there. Could you provide, Admiral, 
a detail of that? I have heard that statement many times. 

Admiral Raprorn. I think we probably could. 

Senator Tuyr. If we were to analyze the question a little further, 
$208 billion has been spent by the United States, $13 billion has been 
spent of United States funds in the assistance of the countries that 
are allied with us. 

If we had not so joined with them and had we not conceived and 
developed such an international program, it is conceivable that some 
of those nations would have drifted to the Soviet orbit. 

Had they drifted to the Soviet orbit, the question of whether we 
would be confronted with a military appropriation in the amount of 
this year, or whether it would be vastly Jarger, is a question which 
none of us could find the answer to here this afternoon, but my belief 
is that we might well find ourselves appropriating far more than $37 
billion for our defense needs. We would probably be well up in and 
around $70 billion if we stood alone and did not have some of the 
European countries on our side, if they had drifted over into the 
Soviet orbit. 

Admiral Raprorp. I would say if we had not started out with 
Korea to check the Communists, by this time all Asia would be 
Communist. The Middle East would certainly have gone, and 
maybe Europe. And had that happened we would have had to go 
to full mobilization with all that that means in the United States, to 
insure our own security. We would have had to go to a full all-out 
effort, and we in turn would have lost many of the freedoms we are 
trving so hard to protect. 

Senator Toye. That is the mental picture that I try to keep before 
myself when I become discouraged with the amount of money that 
we are appropriating annually for military defense. 
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Yet I recognize what we would be faced with if we did not have 
these countries allied with us in the program that we are carrying 
on which is giving them courage to resist. 

Chairman Haypren. We have a conference on the Public Works 
bill at 4 o’clock. So if we can conclude this questioning we will close 
this meeting. 

AID TO INDIA AND YUGOSLAVIA 


Senator Munpr. I have a question. I asked the admiral a little 
while ago about the fact that I worry about the military aid to India 
and Yugoslavia. He said we are not giving any military aid to India, 
but he did not say anything about Yugoslavia. 

(Statement off the record.) 


INSPECTIONS IN YUGOSLAVIA 


Senator Munpr. My next question is: How closely are American 
officers permitted to inspect what goes to Yugoslavia and how it is 
used and how it is geared into their whole defense mechanism? 

Admiral Raprorp. We have an American military-assistance staff 
over there that works out the program in conjunction with the 
Yugoslavs. We have had difficulty in exercising the supervision that 
we needed up until last year. However, in the last year the American 
staff has been able to make inspections as to what was being done 
with the equipment. 

Senator Munpr. Last year I believe this committee wrote in the 
quid pro quo, no inspection, no help. 

Admiral Raprorp. That is right. 

(Discussion off the record.) 

Chairman Haypen. The committee will adjourn until 10 o'clock 
tomorrow morning. ‘ 

(Thereupon, at 3:36 p.m., Wednesday, June 20, 1956, the committee 
was recessed, to reconvene at 10 a. m., Thursday, June 21, 1956.) 
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THURSDAY, JUNE 21, 1956 


Unrrep STaTes SENATE, 
COMMITTEE ON APPROPRIATIONS, 
Washington, D. ¢ 
The ¢ eee met at 10 a. m., pursuant to recess, in room F-37, the 
Capitol, Hon. Carl Hayden (ch airman of the committee), presiding. 
Present : Chairman FH: ayaa, Senators Ellender, Robertson, Young. 
Knowland, Thye, Mundt, Smith, Dworshak, and Dirksen. 


DEPARTMENT OF DEFENSE 
NATO Forces 1x Evrorpr 


STATEMENT OF GEN. ALFRED GRUENTHER, SUPREME ALLIED 
COMMANDER 


TOTAL MILITARY AID EXPENDITURES 


Chairman Haypen. The committee will be in order. 

General, I want to ask you a question, to get some facts which I 
think would be of interest to the committee. 

It has been stated before this committee that with respect to con- 
tributions for military aid to the North Atlanic Treaty nations, our 
Government has in the past 614 years contributed about $10 oe 
and it was stated that out of their budgets those same nations had 
advanced, paid out, somewhere like $70 billion, or a ratio of about 
7 to 1. 

General GruentierR. That has been my unde rst anding, Senator. 
Asa rule of thumb one might say that in the last 614 years the military 
assistance provided by the United States has been about 15 percent of 
what the NATO nations have put in their own defense budgets. The 
figure I remember for the European NATO defense budgets is almost 
$70 billion, and the figure IT remember for United St: ates milit: ary as- 
sistance is between 9 and 10 billion dollars. However, I am sure you 
have other witnesses who can give more precise figures. 

Chairman Haypen. That is what I want to know, who will have 
the figures exactly ? 

General Gruentuer. I believe Mr. McGuire will have the most re- 
liable figures. 

Chairman Haypen. I think it is important to have in this record 
exactly what we have contributed, not in the total, but how much did 
France, how much did Great Britain, Portugal, and so on, all those 
interested in North Atlantic Treaty. 


158 
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General Gruentuer. Either Mr. Hollister or Mr. McGuire, can give 
you that. In that connection, when General Eisenhower came to 
Europe in January 1951, the defense budgets for the European 
NATO nations for the previous year, had been a little more than 
$614 billion. By 1953 they had risen to more than $1214 billion and 
they are now slightly more than $12 billion. 

Over the past 614 years the total would be very close to $70 billion. 

Chairman Haypen. We not only wanted the committee, but I think 
the committee would like to have what we have given to France and 
What France has done in supplying money out of ‘their budget for the 
same purpose, that is to build up the military strength of France, 

If you can get those figures and get them accurately for each Na- 
tion, it will be very beneficial to us. 

General Grurnturr. Those figures are available between Mr. Hol- 
lister’s office and Mr. MeGuire’s. 

Mr. McGuire. We will have those figures for you on Monday. 

Senator ELLenpER. Mr. Chairman, in that connection, 1 wonder if 
we could have what specific sums you give us are used for? 

In other words, I do not want th: at to be used for gendarmes parading 
around Paris and paying for old soldiers’ benefits, but the actual 
amount put into the bases and put into the effort that we are con- 
tributing to. 

General Gruentuer. I don’t have that data. Perhaps Mr. McGuire 
or Mr. Hollister can furnish that information. 

Mr. McGuire. As 1 understand it, Mr. Chairman, you would like 
from us the contributions of the MDAP program for each country 
by year, and the contributions of those countries from their defense 
budgets by year / 

Chairman Haypren. And as Senator Ellender says, indicate what 
they did with the money, both ours and theirs. 

General Gruentier. If this information is available Mr. McGuire 
or Mr. Hollister may be able to provide it. 

Chairman Haypen. Yes; that is all right. 

General, do you have a prepared statement ? 


EUROPEAN DEFENSE SITUATION 


General Grurntuer. Mr. Chairman, I have prepared excerpts from 
my statement that may be released, but I would like to speak without 
notes. 

My purpose in appearing here is to support the President’s mutual 
security program. Although I plan to talk mainly about the European 
defense situation because that is the area for which I have responsi- 
bility, I want to make it clear that I support the entire program as 
well as the concepts which underlie the philosophy of that program. 

As you are well aware, a very important part of the mutual security 
program that your committee is now considering would be used to 
support NA’ PO, and this alliance is the keystone for United States 
security in Europe. 

Chairman Haypen. You may proceed in your own way. 

General Grupntuer. This chart shows the organization of NATO. 
The permanent American representative on the North Atlantic Council 
is Ambassador Perkins. 
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Under the Council there are three military commands. I am the 
Commander of one of them, Allied Command Europe. 

Senator Dirksen. Tell us a little bit more about the Council. 

General GrueNnTHER. The Council is a Council of governments rep- 
resented by Ministers of Foreign Affairs and for Ministers of Defense. 
The ministers meet several times a year. However, each of the 15 
NATO nations has appointed a permanent representative to represent 
its government on the Council when ministers are not present. Most 
permanent representatives hold the rank of Ambassador although 
that varies. The representatives act on NATO matters in the Council 
in the names of their governments. 

Normally, Mr. Perkins, who is the United States representative, re- 
ceives his instructions from the State Department and he presents the 
United States position. However, 2 or 3 times a year, the Council 
holds ministerial meetings. These are usually attended by Ministers 
of Defense, Foreign Affairs and Finance. For example, there was a 
meeting of the ministers in Paris in December and the United States 
was representated by Mr. Dulles, Mr. Wilson, and Mr. Humphrey. 
There was a meeting in May, to which Mr. Dulles came, and in Febru- 
ary the Council had another meeting at a slightly lower level, to which 
Mr. Gordon Gray, the Assistant Secretary of Defense, came. 


FUNCTION OF INTERNATIONAL STAFE 


Senator Dirksen. That staff isa civilian staff ? 

General GrugenrueEr. That is a civilian staff. 

Senator ELLeNper. What is their function / 

General Gruentuer. The function of the International Staff is to 
study and recommend to the council matters of overall NATO policy. 
For example one group on this staff is exploring the feasibility of an 
integrated production program for NATO. 

Senator Roserrson. May I interrupt ? 

Production of military goods or general economic production ? 

General GrurentHeErR. Military goods. 

In the Production and Logistics Division of the International Staff, 
they are studying the problem of how military production can be co- 
ordinated in an emergency; that is how civilian production facilities 
can be converted to military production. These studies are similar to 
the ones we make in the Office of Defense Mobilization. Incidentally, 
Dr. Arthur Flemming, Director of Defense Mobilization in the United 
States, has been over several times to consult with this group. Also 
in the staff are the Political Affairs Division, the Economic and 
Finance Division and the Infohmation Division. 

Division and the Information Division. 

Matters of political interest to NATO are discussed in the Council. 
When Mr. Dulles came over in May the Council discussed the possi- 
bility of enlarging NATO’s activities so that emphasis would not 
be only on the military, but might extend to other matters in the light 
of the new Soviet tactics. 

Senator ELLenper. What were those other matters? 
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ECONOMIC MATTERS 


General GRUENTHER. Economic matters, 

Senator ELLENDER. What do you mean by economic / 

General GruEeNTHER. Economic matters might include closer 
economic cooperation in view of the recent Soviet economic moves. 
There is in Europe now an Organization for European Economic Co- 
operation, the OEEC. There have been discussions of whether NATO 
should have its own economic cooperation organization or whether the 
NATO nations should continue to participate in the OKEC. 

Senator ELLenpER. When you speak of economic does that mean 
wy kind of contributions ? 

General Gruentuer. It could mean that, or it could develop into 
i means for increased economic collaboration in NATO. 


EUROPEAN DEFENSE COMMUNITY 


I am sure you know that 2 years ago there was an effort to form a 
Kuropean Defense Community with 6 nations: Germany, France, 
Belgium, Luxembourg, The Netherlands, and Italy. That was to be 
a highly coordinated centralized organization that was to have politi- 
eal and economic unity. It failed, but there is still some interest in at 
least a limited development of that kind and NATO may provide 
the vehicle for it 

I should tell you what the Council decided, Senator Ellender. 
They decided that the subjects were so complex that they needed fur- 
ther study, and they designated three of their members—Mr. Pearson 
of Canada, Mr. Martino of Italy, and Mr. Lange of Norway, all For 


eign Ministers—as a special committee to study the problem and make 
a recommendation to the Council. That committee is holding one of 
its first meetings in Paris tod: Ly. 


RECOMMENDATIONS AS TO NEW TYPES OF STRATEGY 


All malt iy recommendations as to new types of strategy come up 
to the council for final ap proval by the governments, because there 
are so many political implic ations involved in changing the NATO 
strategic concept. The Council meets 2 or 3 times a week, and they 
handle a large number and variety of problems. 

Senator Eiienper. Does the Council have the last word as to what 
should be done from the military st: andpoint 4 ¢ 

General Gruentuer. The Council has the last word, sir, provided, 
of course, that each government agrees. Each permanent representa 
tive gets guidance from his government. Mr. Perkins, who is the 
American representative, has power to agree for the United States 
only insofar as the United States Government gives him that au- 
thority. 

For example, we might talk about the Council’s role in establishing 
force goals. Each year the Council gets each country to agree on the 
defense contribution it will make by the end of the next year, sy 
each country also outlines its defense plans for the following 2 ye: 
This is called the “Annual Review Procedure.” 
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Our planning starts from an intelligence estimate of the Soviet 
threat. Our military headquarters says, 


We think based on the enemy capabilities, as we see them, that this is the 
vest strategy for us to follow. 

This gives rise to certain force requirements. These requirements 
are presented to the Council and the Council, each year attempts to 
get agreement through the annual review procedure on what each 
nation can and should contribute to the NATO defense forces. 


FORCE CONTRIBUTIONS TO NATO 


Each country answers a questionnaire prepared by the International 
Staff. The countries report a great number of facts and outline their 
defense plans. This in itself represents tremendous progress, because 
before we had NATO every member guarded very closely its own 
defense information. This information includes data on the forces 
ach country will maintain and contribute to NATO. The military 
plans of all of the countries receiving aid are closely integrated with 
the aid we have promised under earlier mutual security programs. 

After these countries’ replies have been studied by the International 
Staff, the Council holds an examining session and each country has to 
explain its defense program. The countries get some very tough 
questions, Senator Ellender, about why they are not putting more 
into their army or their navy or their air force, I can assure you that 
no NATO nation can reduce its defense effort and not have to answer 
some good questions on, “Why?” Finally they : 
tribution to NATO by each country. 

Thus, questions like those asked by the chairman at the beginning 
are part of that annual review process. 

You gentlemen ask some tough questions here, and they ask some 
tough questions in the Council. 

Senator Roprerrson. While you are on this, about reviewing what 
you are asking each country, you will remember in July of 1953 when 
you were giving this wonderful presentation of NATO and what 
this Council did, you said the first assessment on France was 20 divi- 
sions, it had been cut to 10 but you felt sure that France would go 
through with it and go through with EDC. But she ran out on EDC. 
They did not come up with 10. They came up with 6 and took 3 away. 

Now, she had three more or less skeleton divisions, all reeruits. 

In the meantime, all these nations, while we are holding our 
and 3 draft programs, are reducing theirs. What does the Council 
do when you make a very fair and proper division of responsibility for 
NATO and they don’t come across ? 


igree on a force con- 


FRENCH SITUATION 


General Gruentuer. As long as the French subject has been intro 
duced, let us consider that and consider the very point that you raised. 

First of all, France has made a commitment, in the annual review 
procedure that I think she will live up to. ‘The number of divisions 
France promised was not 20: it was less ths an 20, but it is more than 
she has in Europe right now. I think you should ‘know that a cou ntry 
makes a commitment on D-day divisions and they make a commitment 
on post-D-day divisions. 
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When a country’s commitment is let us say, 20 divisions, although 
that was not the figure for France, that is the sum of the D- day divi- 
sions and post-D-day divisions that the country promises to make 
available to NATO. 

In the case of France, they have made a commitment to furnish a 
number of D-day divisions in this area | pointing]. However, when 
the trouble came in Algeria the French moved some forces out of here 


| pointing 
GUERRILLA WARFARE IN ALGERIA 


\s you know, the three northern dep: urtments of Algeria are a part 

* Me ‘tropolitan France. These three departments are therefore in- 
c eal inthe NATO area. 

In Algeria there are 1,200,000 Frenchmen and many of their fathers 
and many of their grandfathers lived there. Frenchmen have been 
living there for over 100 years. There are also eight and a half million 
Moslems who live in Algeria. The 1,200,000 Frenchmen own a large 
part of the material resources of Algeria, and they now control most 
of the administration of the region. As you know, the whole Moslem 
world from Indonesia to here | pointing] now is experiencing a rising 
spirit of nationalism. In Algeria this nationalism took the form of 
guerrilla warfare. Guerrilla warfare is extremely difficult to over- 
come. It is expensive in manpower, because it takes a ratio of about 
10 soldiers to 1 guerrilla to put it down. Thus, if you have a thousand 
guerrillas, you would expect to need about 10,000 soldiers, and there 
are roughly 30,000 guerrillas in Algeria. 

The French recognize their problem in Algeria as primarily a 
political one. However, the French feel that they must stop the 
guerrilla activities before they can solve the political problems. ‘The 
French, therefore, have met this situation by moving troops to Al- 
geria. They know and are bothered that this has weakened NATO 
here | pointing|; we do not like to weaken our defenses and neither 
does the French Government. The French are trying to replace the 
units they have moved, and they intend to move their troops back 
when the violence is over in Algeria. Kach time the French withdrew 
any of their troops committed to NATO, they reported their plans to 
the NATO Council. 

After the fighting in Algeria is stopped there still remains the 
very difficult task of solving the basic political problem. Occasionally 
an American will say, “Well, let them do the same thing that the 
United States did with respect to the Philippines, let them pull out.” 
There is a big difference between the situation that existed in the 
Philippines and the situation in North Africa. The French have 
been there longer in far greater numbers and have built a much larger 
stake in the area. The French are grapling with that problem right 
how. 

They have said, “We are going to work out a political settlement 
for you as soon as we can get ‘somebody to talk to.” But now the only 
people that the French can talk to are fighting in the guerrilla action. 

To restore order the French have had to withdraw troops from 
here. In each such instance the French have seen to it that the Coun- 
cil was informed. 

(Statement off the record.) 





MUTUAL SECURITY APPROPRIATIONS, 1957 o 


You may have your own views on how this Algerian problem 
should be settled, and in the French Parliament there are strongly 
stated views being offered all the time. If you were the ones respon- 
sible for finding a solution, you would have a very difficult assign- 
ment. I know I am glad it 1s not my responsibility. 

The man who is trying to solve it is the Prime Minister of France, 
Monsieur Mollet. I am certain that he is trying to solve it reason: bly, 
but there is so much hatred and bitterness that it is a very difficult 
problem. 

The net result of the troubles in Algeria is that a large part of the 
French forces assigned to NATO have gone to North Africa. The 
French Government says that is bad; everybody says that is bad. But 
[ think it is important to keep in mind that this in no way constitutes 
a lack of French desire to support NATO. The question is, though, 
What do you do about it ? 

Senator Roperrson. I realize we could not do anything about it. 

General Gruentuer. I don’t mean you. But what does anyone do 
about it ¢ 

Senator Rorertson. I asked first why they were taken away? How 
many were taken away? And whether or not it would be a free de- 
cision on France to bring them back to NATO, or whether the con- 
stant pressure and agitation in the Middle East by the Communists 
could not keep them tied up indefinitely and they never would come 
bi ae kk. 

General GruentHer. That is a possibility, Senator, and that is one 
of the problems that the free world faces now. 

Now, you should notice, sir, that the trouble area here, is NATO 
area—I mean it is a part of metropolitan France just the same as any 
one State is a part of the United States. 

Now, if you want to know if I like having troops that are needed 
in Algeria come from here [pointing], I, as a military commander, 
can assure you I don’t like it. 


ABSENCE OF NATIONAL GUARD OR HOME MILITIA 


Senator KNnow.anp. Let me ask you this, general: In this Al- 
gerian area where they have the 1 million plus French there, what 
have they in the nature of a national guard or home militia? 

General Gruentuer. They have none. 

Senator KNow.anp. Why should they not carry a good deal of 
this burden? 

General GruenTHER. This is the reason: France has a national army 
and when all of the young men serve a term in the armed forces there 
is not much point in having a militia. The French have gendarmes, but 
gendarmes don’t have the. capability to deal with an insurrection like 
this. In the sense in which we use the term, a French national guard 
does not exist. 

I think you should remember that every Frenchman of these 
1,200,000 in Algeria who is male and ablebodied is inducted in the 
Army at age 18. Whether it is to serve in Algeria, Europe, or in Indo- 
china, So, having a national guard in Algeria would not provide 
additional forees, because all the men already have a reserve assign- 
ment. 


79607—56——-11 
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Senator Ture. In other words, they are drafting from that area just 
the same as they are drafting from the mainland of France ? 

General GroenTHER. Exactly the same as you are drafting from 
States in the United States. It isno different. 


DRAFTING OF ARABS 


Senator ELLenper. Do they draft Arabs? 

General Gruentuer. Yes, they have drafted Arabs, but I am not 
sure whether they are still dr afting them. 

In Italy in World War II we had Moroc can, Algerian, and Tunisian 
troops, both colored and white, both Arabs and Frenchmen. They 
were reliable troops. 

We have several weaknesses in the alliance and this problem in 
Algeria is one of them. There is no use glossing it over, but I would 
just like to say 

GERMAN DIVISIONS 


Senator Ronertson. General, 3 years ago you told us the keystone of 
the arch of NATO would be the 12 German divisions and so said we all. 

Now you are behind schedule on that; you do not have a single one 
of them. After you finish with France tell us what the situation is 
about those 12 German divisions. 

General GruenTuHER. I will be very glad to do that. However, we 
have been talking about France, and I am not sure I have answered 
all of your questions on Algeria. Before I shift from that, have you 
any other questions ? 

(Discussion off the record.) 


Senator Smiru. General Gruenther, a few moments ago you were 


telling us about our weaknesses. You said the greatest weakness was, 
and you did not finish. 


WEAKNESSES IN NATO 


General GruentuHER. I expect to discuss several weaknesses we have 
in NATO. The problem in Algeria is one of them. 

The Cyprus problem is a second one. 

The delay in German rearmament is a third one. 

The air defense of Europe is the fourth one. And finally we have 
the great danger in the new Soviet tactics which tend to relax our 
people. 

If I were going to call one of them “the greatest danger,” I would 
say it was the last one. The reason why I am here is because I firmly 
believe that the only satisfactory answer to the Soviet threat is an al- 
liance system and that the only way we can compete successfully 
against this Red bloc is by having allies. 

To make an alliance succeed we must have unity among the people 
in the free world. If there is a better way of doing it than by an al- 
liance I think it is just a rose by another name. 

(Discussion off the record. ) 


ATRFIELDS 


Senator Rorrertson. Three years ago you showed us all the airfields 
in Eastern-Germany. You showed us the few we had. We had the 


quality, the spirit; we had the know-how, but we did not have the 
numbers. 
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You said what we absolutely needed to do was to build up our 
fighter interceptor planes and ground troops of NATO. Do you re- 
member stressing that ? 

General GruENTHER. Yes, sir. 

Senator Rogertson. Well, it has not been done. 

General GrurntueEr. This chart shows the military headquarters 
we have established in my area, I am not going into detail on this ex- 
cept to indicate that we have made a certain amount of progress, be- 
cause when General Eisenhower came to Europe not only ‘were the 
defense resources low, but we could not use the resources we did have. 

Now, we have an integrated concept where all are working to the 
same end. And we have the headquarters and the command structure 
to be able to use effectively the greater resources we now have. We: 
have four regional headquarters: one at Oslo for the northern area: 
one at Fontainbleau for the central area; one at Naples for Italy, 
Greece, and Turkey, and one at Malta for the Mediterranean sea lines 
of communication. 

Now, I want to show you what our basic military problem is, the 
foundation against which we build our plans. 


DISPERSAL OF TROOPS 


Senator ELLENpER. As to those four commands, how are the troops 
dispersed? Who does that ? 

General GRUENTHER. We do that, sir. You recognize that in times 
of peace we cannot position troops as freely as we would expect to in 
war. But our strategy and our plans make appropriate allowances 
for this limitation. 

Senator Ettenper. As I recall, one of the problems posed when you 
appeared before us in 1953 was that in respect to Turkey and Italy, 
in particular before any troops could be removed from the area, you 
had to get consent of the Government. Is that still true? 

General Gruentuer. Yes. But before we go too far on this, I think 
you should remember that there is a country with which you are con- 
nected that would be a little sensitive if their troops were moved with- 
out their consent to another part of NATO. This is one of the points 
that has to be understood in any alliance, particularly in an alliance 
of free nations. 

In World War IT when General Eisenhower had only the United 
States and United Kingdom to deal with, he had to have an agreement 
between those two countries before he could plan any operation. This 
is just one of the facts of life in an alliance. 

Mr. Krushchev has a big advantage because either he or his hench- 
men control everything from here to Vladivostok. That is one way 
to run a railroad if your people have accepted loss of liberty and will 
stand for that sort of thing, but under our system we are not going 


to stand for it. 
PLANNING OF MILITARY STRATEGY 


Now, this is how we plan our military strategy. First, we evaluate 
the Soviets forces, which is 175 Army divisions, well trained divi- 
sions; we look at where they are placed, and what kind of supply 
lines they have. We look at the 20,000 operational aircraft in their 


air force. 
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We look at their naval craft, particularly their submarines of which 
they have over 400, Based on the information we are able to collect, 
we assess how the Soviets could use their forces against us. These 
become what we call, the Soviet capabilities. 

Senator Roperrson. May | interrupt you there ? 

General Taylor said that the Russians on the ground were so strong 
that it would be foolish for us and our allies to try to build up to their 
strength. 

General GruENTHER. Yes, sir. 

Senator Roserrson. General Putt testified that they were several 
times as strong underseas as Germany was in World War II, and while 
he did not say that we could not build up to that, he presented no 
plans to build up to that 400 or more submarines, most of which, if not 
all, are far superior to the Germans and they have 7 times as many. 

General Gruentuer. If you will let me go 414 minutes, I will give 
you an answer to that question, then you challenge it. 

Senator Roperrson. | am not going to challenge you. I am rooting 
for you. I would want the whole Congress to hear you if I could, 
because I just rate you tops on this thing, ‘and I amso glad you are here. 

( Discussion off the record.) 

General GruENTHER. Now, take the point that Senator Robertson 
has raised; namely, we can’t match these people man for man. That 
is absolutely correct. We cannot match them because we have better 
uses for our manpower and, with the standard of living we want, in 
peacetime our economies could not support such large forces. 


EFFECTIVE USE OF ATOMIC WEAPONS 


Realizing that we could not match the Soviet forces in number, we 
started 4 years ago at SHAPE on an atomic concept and now, even 
with our relatively smaller forces, we believe that we can do such 
tremendous damage to an attacking force that it will not succeed. The 
success of our plans depends on the effective use of atomic weapons. 

( Discussion off the record. ) 

However, we have to create a shield strong enough to force the enemy 
to concentr ate. 

Let us assume that NATO had no shield force to make the enemy 
concentrate. If the enemy could walk across Europe with 50-yard in- 
tervals between men, we could not use our atomic weapons as effec- 
tively as we must. 

Our plan is to create a shield that will force an attacker to concen- 
trate to penetrate it. If he concentrates sufficiently to make his attack 
successful, he will present a profitable target for our atomic weapons. 
Our shield is not yet strong enough. Although our forces are con- 
siderably stronger than they were when General Eisenhower came to 
Europe in 1951, they are not strong enough yet to perform this shield 
function far enough east. They will be strong enough when we get 
the German contribution which will consist of 12 divisions, 1,300 air- 
craft and some naval forces. 

Now, you may say “How can 12 German divisions make all that 
difference?” Senator Robertson has just brought out that we do not 
begin to match the Soviets man for man. It is not just the 12 German 
divisions that make the difference. It is the combination of the 
German forces in their critical forward location and the change in 
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concept of strategy. Our new concept includes the use of atomic weap- 

ons and the German forces will enable us to improve our shield to 

the p ibe oint where we can utilize our atomic weapons effectively. 
Discussion off the record.) 


IMPORTANCE OF AIR SUPERIORITY 


Senator Ropertrson. General LeMay said to us that in modern war- 
fare no army can hope to win if his enemy had definite superiority im 
the air. Do you agree with that? 

General GRUENTHER. Yes. 

Senator Roperrson. Assuming that we are going to get these 12 
divisions which I have described as the keystone of the arch of this 
NATO program—lI still think so because they have always been effi- 
cient, and they can be highly trained, and they can be effective in 
drawing the enemy together ‘where we can really get at them—how 
about our present plans to maintain superiority in the air for NATO? 
Are we not behind ¢ 

If we are behind, what steps have we taken to catch up? 

General GruentTHerR. As long as you have raised that subject, I 
would like to discuss it now. 

Senator Rogerrson. You can do it at your leisure, but that disturbs 
me very much. 

Senator ELLenper. Before you move from that, as I recall, you 
appeared before us 3 years ago, you stated that the information that 
you then presented to us was obtained, I think, 2 or 3 years before, 
that conditions in Russia had not materially changed from that time 
to the time you were talking to us. 

Now, the question is: How have conditions changed from the 
time you talked to us in 1953 to now, with respect. to Russia? 


SOVIET REDUCTION OF ARMED FORCES 


General Grugntuer. Of course, they changed a little over a month 
ago with respect to one fundamental item, and I would like to discuss 
now the announcement of May 14. 

On May 14, the Soviets announced as follows: 

“We are going to reduce our armed forces by 1,200,000 men, and 
we are going to reduce them as follows: 

“We are going to reduce them by 63 divisions, 60 army divisions and 
3 air divisions.” 

(Statement off the record.) 

General Grurntuer. First, I want to point out that the Soviets as of 
now have 175 active army divisions. 

Senator Extenper. And that has not changed now since 1951 ? 

General Gruentuer. That is exactly right. Even before 1951 they 
had 175. 

(Discussion off the record. ) 

General GruentTuER. The Soviets announced that they are going to 
cut 60 army divisions, which would bring them from 175 to 115 active 
divisions, and that they would cut 3 air divisions, They also an- 
nounced that they were going to put 375 naval vessels in reserve. 
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At SHAPE we do not base our military plans on visits or happy 
talk at cocktail parties. We base our plans on our most realistic 
estimate of the Soviet military capabilities. 

I would like to review briefly for you how we think this reduction— 
if it is made—would affect those Soviet capabilities. 

First the reduction of 60 line army divisions: Several years ago when 
we began to develop a defense concept based on atomic weapons, we 
looked at the Soviet forces. We estimated that the Soviets, with their 
reserve divisions that can be quickly mobilized, could be fully as effec- 
tive against NATO from the standpoint of gr ound forces if they had 
about 100 active divisions instead of 175. Their announced reduction 
would bring their active division strength down to 115, which is still 
plus about 75 satellite divisions. 

The new type of strategy which we developed 3 to 4 years ago is 
centered on atomic weapons. With our new strategy we plan to defend 
this particular area, the area that General Eisenhower was interested 
in during World War IT, with many less ground forces than we would 
have been able to defend it successfully with in 1944. This is possible 
because our strategy is to use atomic weapons. 

For this reason, and because we give the Soviets an atomic capability, 
we think that the reduction in the Soviet army is an overdue adjust- 
ment to a Soviet atomic weapons strategy, and that it does not reduce 
materially their ground capability. 


SOVIET AIR STRENGTH 


Next, their reduction in aircraft: They are reducing three air divi- 
sions. Three air divisions consist of 300 planes. The Soviets have 
about 20,000 planes. We do not think that 300 out of 20,000 is very 
significant. 

Senator Exrrenper. At that point, General, as I remember, those 
are the almost exact figures on the number of planes you gave us in 
1953. 

General GruentueER. Yes, except that they have been converting 
from piston-driven planes to jets. Although the numbers are the 
same, the quality is improving and the Soviets air force’s capability 
is much greater. 

Now mind you if the 300 planes they reduce would all be new long- 
range bombers that would be significant. But in their parade in Ger- 
many yesterday to which the Soviets had for propaganda purposes, 
invited some Allied observers—— 

Senator Rorerrson. They are only going to move 30,000 men 

General Gruentuer. Out of Germany, and some planes. 

But the military observers who saw this parade said that the planes 
they were moving out of Germany were very good but only for convert- 
ing into causepans, a way of saying that those planes are obsolete. 
We do not think that 300 planes out of 20,000 planes i is a significant 
number, and also we do not think the Soviets will cut out any of their 
best aircraft. 

REDUCTION IN SOVIET NAVY 


Next the naval element: They are going to put 375 naval vessels 
in their reserve fleet. They have 400 submarines. If the 375 ships 
were going to be submarines, that would be significant, but we may be 
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permitted reasonable doubt that the Soviets are going to mothball their 
submarines. 

I end up by coming to the conclusion that the announced reduction, 
even if they make it, will leave the Soviet military capabilities sub- 
stantially unchanged. It is on those unchanged capabilities that we 
must base our plans. 

That brings up the question, “Then, why are they doing it?” We 
think they are doing it for one or more of ‘three reasons: 

They may be moder nizing their strategy. We think it is rather 
late for them to modernize and that such action would permit them 
to keep very nearly the same capability with fewer ground forces. 

Secondly, the Soviets have a manpower shortage. The effects of 
the lower World War IT birth rate are being felt as reduced numbers 
of workers come into the ane force each year. This problem will 
continue for at least 5 year 



























SOVIET PRODUCTIVITY 





T am sure you all know that the productivity of the Soviet Union 
is much lower than ours. Take one area in which you have been inter- 
ested, agriculture, the Soviets have almost 50 percent of their labor 
force engaged i in farming. Only 10 percent of the United States labor 
force is engaged in farming. 

With this low productivity on the farms, the Soviets need more 
manpower badly. This manpower problem could be eased by cutting 
1,200,000 out of the armed forces. 

Thirdly, the Soviet announcement came at a time that could give 
them a significant propaganda advantage, especially in Germany, 
where the matter of rear mament is being debated now. The very fact 
that we are discussing it here is conclusive proof of its propaganda 
potential. 

Of course, I am not positive whether any one of these is the real rea- 
son for the Soviet announcement, but they are certainly logical pos- 
sibilities. 

QUALITY OF SOVIET AIR FORCE 
















In any case, the reduction announcement was planned behind closed 
doors and, we should keep in mind that it was made unilaterally and 
for some Soviet purpose. As we evaluate it now, even if the reduction 
is carried out as announced it would not significantly reduce their 
effectiveness against NATO. On the number of Soviet planes Senator 
Ellender, when General Eisenhower came to Paris in 1951, the Soviets 
had 20,000 planes of which 20 percent were jets and 80 percent were 
conventional types. Now the situation is reversed and more than 80 
percent are jets. The Soviet air force is much more effective now than 
it was either in 1951 when General Eisenhower came to Europe or in 
1953 when I discussed it. 


STRENGTH OF SATELLITE COUNTRIES 





Senator Rosertson. Would you mention whether there is any plan 
to reduce the strength of their s: atellite countries ? 

General Gruenttrer. We have no evidence at all that the Soviets 
have any plan to reduce them. 
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The satellites have been increasing their forces until they now have 
that number of satellite divisions. They have been increasing the air 
force in both the number and quality of planes. 

(Statement off the record. ) 

Senator ExLLenper. Do you put East Germany in the class of 
satellite ? 

General GrurNntHeER. Yes, I think it is a good example of a satellite. 
I think it is not an unwilling satellite. 

Senator Exitenper. I understand, but I thought it was more or less 
a part of Russia because they control it all. 

General Grusnrurr. That depends on how you want to define a 
satellite. The pink area I call captive countries. 


ATTITUDE OF PEOPLE IN SATELLITE COUNTRIES 


Senator Exitenper. General, it has been my privilege to travel 
through Rumania, Hungary, and Czechoslovakia in the last 3 years 
on two occasions. I would hate to be in the position of Russia and 
depend on the people of those countries for assistance. Is that your 
intelligence ? 

General Gruentuer. I think that is right, as of now, Senator Ellen- 


der. But here is a point to consider: 
Many people believe that time is on the Sov iet’s side. They are 
working on the children in the satellite areas. Within the last 2 


weeks I talked to a German group who told me that if an election 
should take place now in East Germany, the Communists would be 
lucky to get 5 percent of the vote. Then they went on to say that they 
were not sure what the results would be 10 years from now, or even 
5 years from now. 

Senator Ei.tenper. That is just a supposition on their part, just 
guesswork. 

INDOCTRINATION OF THE YOUNG 


General Gruentuer. Of course it is a prediction, but in these satel- 
lite areas the indoctrination of the young and the suppression of reli- 
gion are facts. For example, in East Germany the Germans wanted 
to have religious instruction after classes in the school buildings. The 
Soviets did not say they could not have instruction. They just said 
they could not use the rooms until 3 hours after school. Of course, 
nobody is going to wait 3 hours for a religious session. That Soviet 
move was quite effective. 

Senator Roserrson. At a breakfast club session we were told while 
they have churches, they don’t have Sunday schools in the churches 
and no youth attends any church, boy or girl. Only the old people. 

And out of a population of over 200 million they have a member- 
ship of only 12 or 15 million that came to be church members and then 
the youth does not go to church. 

Senator Extenper. In Czechoslovakia and Hungary in particular, 
as you know, the Russians have never been able to force them to organ- 
ize collectively as they have in other countries. 

General Gruentuer. Not as much as in other countr ies, but even in 
those satellites, the Soviets have totalitarian regimes. In none of the 
satellites do they have free elections. In my opinion one very basic 
difference between the red and the green areas is the difference in 
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voting and elections. In our part of Europe the people can vote an 
official out of office but in the satellites no one is voted out. 


BRITISH CONTRIBUTION TO NATO 


Senator Dworsuax. General, can you tell us something about the 
British contribution to NATO, briefly. 

( Discussion off the record. ) 

Senator Roperrson. Before the general quits, I think he should 
finish his statement about what he needs in the way of airpower for 
the proper development of NATO. 

Senator Dworstrax. This British contribution will lead up to that. 

General GRUENTHER. Senator Dworshak has asked about the British 
situation. I feel that the British contribution has been a very sig- 
nificant one. In trying to decide how to analyze how much a country 
could contribute, the economists on the international staff had to get 
a common unit of measure. Although it is admittedly not perfect, one 
such unit is the percent of its gross national product that a country 
spends on its defense effort. 

The British are contributing a little less than 10 percent of their 
gross national production to defense, and they have been contributing 
about this percent for the past few years. 

I think actually the most recent figures are about 9.8 percent. 

The comparable United States figure is 11.1 percent. But our pro- 
ductivity, our gross national product per capital, is more than twice 
that of the British. I know our gross national product last year was 
about $380 billion, or $2,300 per person, while that of the British was 
about $51 billion, or $1,000 per person. 


INTEGRATION OF BRITISH FORCES INTO NATO 


Senator Dworsuak. In the actual status of the military forces have 
you integrated any of the British forces in NATO? 

General Gruenrurr. Yes, indeed, a very important British con- 
tribution, Exactly 1 week ago today I was in Germany attending an 
exercise, at Northern Army Group Headquarters. Northern Army 
Group is commanded by a British officer, General Gale, and it has a 
substantial number of British Army forces. It is supported by British 
planes based in Europe. We also have British medium and light 
bombers based in the British Isles that support Allied Command 
Europe. Unquestionably the British have made a very significant 
contribution to the defense of the NATO area, and these forces are 
thoroughly integrated into NATO. 

Senator Dworsuak. They are cooperating fully with you 

General Greentuer. They are cooperating fully. 

Now, you recognize that the British financial reserves, particularly 
their foreign exchange, have been declining for some time, and they 
are lower now than they have been for a long time. So they have 
their own financial problems, but I think that they are making about 
as large a contribution to NATO as they feel they can. 

(Discussion off the record.) 
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TRAINING PROGRAM 


Senator ELLENpER. How do they compare with ours in training ? 

General GruentuHEk. In this area the divisions that we have com- 
pare very favorably with ours. In training they are as goed as ours. 

Of course, since the United States divisions are an expeditionary 
force, we keep them closer to full strength than do the others, because 
the others are closer to their sources of supplies and closer to their 
reinforcements. 

Our divisions are kept up to 100 percent strength all the time. Some 
of the divisions are at somewhat less than full strength. 

Senator Rogertrson. I would like to ask the General this one ques- 
tion: 

PLANS FOR COMBAT AND INTERCEPTOR PLANES 


Are the plans for combat and interceptor planes in NATO entirely 
satisfactory in your opinion ¢ 

General GruentueEr. Nothing is satisfactory, sir. We are habitual- 
ly dissatisfied. 

Senator Ropertson. I do not mean the maximum you would like, 
to have; I mean is it below what you think the essential needs are, 
current plans? 

General Gruentuer. Yes. For example, we must have our German 
contribution. 

But, Senator, I would like to show you how we think about airpower. 
We consider that airpower consists of not only airplanes but also air- 
bases. Those are the two main material elements, and a proper com- 
bination of both planes and bases is essential. This chart shows our 
airbase complex in this area. When General Eisenhower came to 
Europe there were very few usable military airbases. 

Senator Munpr. Are all good enough for jets? 

General GruentuEr. These are all good enough for jets. The ones 
in this color are national airfields. 


NATIONAL AIRFIELDS 


Senator ELLENperR. What do you mean by national airfields? 

General Gruentuer. Airfields that were built and paid for by the 
countries themselves. For example, these were paid for by France. 
These were paid for by Turkey. 

Senator Eititenper. All with United States help? 

General GruENTHER. No. Only some national airfields that were 
built with varying degrees of United States help. United States help 
was involved in all of the NATO airbase, because all NATO airbases 
are built as common-financed NATO infrastructure projects. How- 
ever, the National airbases have been largely financed by the nations 
themselves. 

In the United Kingdom the United States has worked out a bilateral 
arrangement with the United Kingdom to pay a portion of the cost 
of these bases that are for the use of the United States Air Force. 

Senator DworsHak. Does the British Air Force operate entirely off 
its own airfields, or also off NATO? 

General GrurentTHeER. They operate from their own fields in the 
United Kingdom also from NATO fields in Europe. 
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Senator Robertson raised the question of airplanes. We do not 
have enough airplanes in NATO, and we are asking for more, but 1 
want to emphasize that airpower is not entirely a question of airplanes; 
it is also a question of airbases and where the bases are located. 
‘'wenty years ago, accepted military doctrine was that a country like 
Russia had a great advantage because it could move its forces on; 
interior lines. But that concept is undergoing revision because if 
you can surround a country with airbases you create a tremendous air 
defense, and the striking power of modern weapons makes the air 
defense problem for any nation very critical. 

(Discussion off the record.) 


AIRBASE SITUATION 


Senator Munpr. General, will it be safe to say from the standpoint 
of bases at least we are in a better position than Russia? 

General GruenrHER. Let me show you this, Senator. 

Again I want to explain one more point on bases. Geographical 
location is a major factor in determining which Soviet bases can cause 
us the most trouble. At the same time that the Russians have been 
talking peace, they have been building these bases, and they don’t 
go to a Congress to get approval to build them. Also their people 
don’t know what bases they are building. 

(Discussion off the record.) 


PIPELINE PROJECT 


General GruENTHER. Now, you were asking about our bases. There 
is another problem when you have this number of airbases; you have 
to get fuel to them. There are not enough trucks and tank cars in 
Western Europe to supply fuel for the planes that will operate from 
our NATO bases, and, for that reason, we have developed a NATO 
pipeline project. This chart shows our pipeline system consisting of 
some 3,700 miles of pipeline. It will be completed in about 2 years. 

Senator ELLenper. Who put that in? 

General GrurntHER. Like the NATO airfields a common-financed 
NATO infrastructure project. All countries make contributions 
to it. 

Senator ELLEenDerR. What proportion ? 

General GrureNnrHER. The United States share on all infrastructure 
projects averages between 38 and 40 percent. 


INFRASTRUCTURE PROJECTS 


Senator Exuenper. In the cash value of it ? 

General GruENTHER. An infrastructure project is handled like this: 

In the case of airfields we have developed what we call a NATO 
standard airbase. 

The country where it is located has to furnish the real estate and 
the utilities up to it and then they build the field with NATO (the 
ones the United States pays 38 percent of). Finally, the using coun- 
try takes it over and builds and pays for whatever additional facilities 
it wants for the troops they are going to have there. The share each 
country pays for the NATO infrastructure projects is negotiated and 
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our share now runs between 38 and 40 percent. At SHAPE we don’t 
get in that, but I happen to know what has been the United States 
share. 

Chairman Haypen. General, I started to ask you a question a while 
ago.. That is, we have in this country the Regular Army and we have 
the National Guard and we are trying to build up the Reserves now. 

General GruENTHER. Yes, sir. 


NATIONAL GUARD READINESS 


Chairman Haypen. How would one of these Reserve divisions that 
they have, that they would call up in 30 days, compare with the Na- 
tional Guard division we have here? 

General GrurentHeEr. Well, I will say this, sir: Let us take France. 
France called uP its reserve divisions in 1914. They fought in a 
matter of 5 or 6 days. They called them up again in 1939. They 
did not fight until May of 1940, and I do not know how good they 
would have been if they had had to fight in 5 or 10 days. They have 

called them up again for Indochina and they fought very well. 

Now, I don’t know how long it took our Nation: ul Guard to get ready 
in 1918, but I do know how long it took them to get ready in 1940. 
in W orld War II we did not put any National Guard division into 
combat in less than 12 months after they were called into the Federal 
service. In the Korean war I think that the shortest time was 11 
months. 

Now, the reason for this—and I am not criticizing the National 
Guard—was that our National Guard divisions were at about 50 
percent strength when they were called into national service and we 
had to fill them with recruits. As a result it took the length of 
time to train a recruit plus time for some unit training. The EKuro- 
pean nations fill their divisions with reserves, men that have already 
been in the military service, so their divisions can be ready in a 
shorter time. 

Senator Ex.enver. No matter what capacity? 

General GruENTHER. Oh, no; they would not put a square peg in 
a round hole, if that is what you mean, sir. 


TRAINING OF PORTUGUESE DIVISIONS 


Senator ELtenper. You take in Portugal, they train their men there 
about 30 or 40 days and they are attached to a division. 

I am informed that is all the training they get Am I correct in 
that? 

General GruentuHer. It is true that after a very short initial period 
of training a Portuguese conscript is sent to a division to complete 
his training. We also do that. But Portugal has a conseription 
period and all those people that would be sent in to fill those divi- 
sions in an emergency are reserves who have had their basic training. 
In the case of Portugal all of their reserves have already had 16 
months of army training, so they can maintain reasonably effective 
units with short yearly periods of training for reserves. 

Senator E1ienper. Does Portugal have any divisions in France 
now ? 

General GrueNnTHER. No, sir; it does not. 
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Senator ELtenper. Why not? They are receiving aid, are they 
not ¢ 

General GRUENTHER. Yes, sir. 

Senator ELieNver. They have a lot of ammunition and mobile 
units ¢ 

General GruenTHER. That is right. 

(Diseussion off the record.) 

Senator Dworsnak. I think we are in general agreement. and I 
think the American people are with you, that the basic strength of 
Western Europe is contingent to a large extent upon NATO or some 
comparable organization. 


UNLTED STATES MILITARY AND ECONOMIC BURDEN 


However, the point that worries so many Americans today, as well 
as Members of Congress, I am sure, is whether the United States has 
assumed too great a military and economic burden as her contribu- 
tion to NATO at the time when we are not insistent upon the NATO 
nations deing a full share voluntarily to make an organization or 
alliance work effective ly. 

Do you have the answer ? 

General Gruentuer. No, sir; I do not. have the answer to that. 
cannot tell you whether country A or country B, or country C, 
making the right contribution. 

Let me give you one example of some of the difficulties in making 
such a determination. Here is a country here that has an average 
per capita income of $200 per year. The United States has an average 
per capita icome, figured on a similar basis, of about $2,000 per year. 
Now, when you try to evaluate whether this country is ‘doing all that 
it should do, that is very tough. I just do not know the answer. 


rENDENCY TO LET DOWN ON DEFENSE 


Senator Dworsuak. A while ago you mentioned your fifth doubt, 
that because of the change in strategy of the Soviet leaders there may 
be a tendency on the part of the N ATO countries to let down on their 
defenses. 

General GruENTHER. I think that is right. I did not raise it as a 
doubt. I said it was a danger, because the new Soviet program is a 
very, very clever one now. 

Now, I know that Senator Ellender feels this because I have talked 
to him. Some of you probably are never going to be satisfied with 
the effort that your allies put forward. It is understandable for the 
United States to question the allies’ efforts; as I said before, we do 
that in NATO in the annual reviews. 

(Discussion off the record.) 

Senator ELLeENpER. Are you satisfied—you said you did not know 
too much about it—as to whether they were contributing all they 
could ¢ : 

General GrueNnruer. I am satisfied that under the conditions that 
exist today we cannot expect much in the way of increases in defense 
budgets. 

(Statement off the record.) 
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SITUATION IN BELGIUM 


Senator Exuenper. For an illustration you picked a very weak 
country, Greece. Take Belgium. Why should not Belgium furnish 
more than she is now furnishing? We have given already in military 
assistance ———— and there is an unexpended balance of ————, or a 
total of over a ——— we have given to a little country like Belgium. 

I do not know, I do not suppose there is a country in the world 
today except Switzerland, that is more prosperous than Belgium with 
all of her holdings in South Africa. 

General GruentHerR. I would not be able to answer whether Bel- 
gium is the most prosperous country in the world. They have made 
good economic progress since the end of World War II. I could not 
evaluate Belgium’s national wealth in terms of “holdings,” but for the 
standpoint of gross national product per capita Belgium ranks fifth 
behind the United Kingdom, France, Norway, and Denmark and 
their gross national product per capita is less than half that of the 
United States. 

Senator Exrenper. That is something that has been devised by our 
folks here in Washington on the national level. 

General GruENTHER. I would not argue that. 

Senator Errenper. And this national production consists of a lot 
of material that is of no value to us except for defense. It is not 
something that you can sell or give away. We are putting today in 
the stream of our economy 36 to 38 billion dollars for military aid and 
things like that, I mean for ourselves and our allies, even more than 
that. 

Take that out of our economic stream, what do you think would 
happen ? 

(Discussion off the record.) 


ECONOMIC AID TO BRITAIN 


Senator Exienper. But the national production in the United 
Kingdom is primarily for civilian use. You have others there, but 
we are furnishing the money to them in many instances on this off- 
shore procurement. 

I put in the record yesterday the millions of dollars that we have 
furnished, turned over to Great Britain in order to make materials 
of war for the use of our allies and for the use of hers. That is eco- 
nomic aid. 

General GruentuHer. I would say this: the British gross national 
product for last year was $51 billion. I do not know how much of that 
was a United States contribution, but I would estimate that even with 
our offshore procurement, our aid to the British would not be more 
than $300 million. 

I think you are right, though, the United States has helped swell 
their gross national product, but I am not the one to defend the use of 
gross national product statistics as a measure of national prosperity. 

You made the statement, sir, that Belgium was the richest country 
and I said I had no way of evaluating that, except that based on gross 
national product it is not the richest country in NATO. 

Senator Exienper. Have you considered the Belgian Congo and 
all of that? I have been there, too. 
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General GRUENTHER. Yes, I realize that. 

Senator ELLeNper. General, let me ask you this: You gave us a 
presentation in 1953 along the same lines as you are giving us today, 
just as enthusiastic. 

PROGRESS OF NATO 


Are you really satisfied, deep down, are you satisfied with the 
progress made by NATO? 

General Grurentuer. Yes. I think that the progress that NATO 
has made is remarkable. I was enthusiastic in 1953 over NATO’s 
progress and I am even more enthusiastic today. There is a serious 
need for still greater enthusiasm and support for NATO today. Per- 
haps the best reason for sustained and enthusiastic support of NATO 
develops from Mr. Khrushchev’s statement that the No. 1 objective 
of Soviet foreign policy is to secure the dismemberment of NATO. 

Just 2 weeks ago at one of his cocktail parties Khrushchev drank to 
the death of NATO. 

Senator Evitenper. I am not talking about the value of NATO. 
I am talking about the progress that has been made. 

reneral GRUENTHER. It has made considerable progress since 1953. 

Senator ELLENpDER. Has it reached the goals? 

General GRUENTHER. No, sir. 

(The following statement was submitted :) 


Those goals have not been met in total. It may be that they were too high 
to begin with. Of course, the mere fact that they have not been met is not 
necessarily a basis for concern. I am not at all sure, in view of the changes 
in our strategic concept, that we would want those old goals to be met. We 
must keep in mind that goals are never fixed and immutable; they must change 
in keeping with strategy, new weapons, and circumstances. 

There are other aspects of this question to which I do assign the highest pos- 
sible importance. NATO is today a factor of strength for the free world. It 
is a great asset for us. And it is an essential asset. You see, Senator, I am 
eonvinced that that the security position of the United States demands the 
assistance of allies. We can secure that assistance only by full participation 
by the United States with allies in a vigorous alliance. More than participa- 
tion, an enlightened, liberal leadership from the United States is necessary. But, 
I repeat, this participation, this leadership, is clearly in the interest of United 
States security. 

I have been closely associated with our efforts to resist Soviet aggression 
in Europe since tthe first American aid was given to Greece in 1947. I felt 
then, and I feel even more strongly now, that the concept of NATO and American 
aid for Europe was and still is strictly in accord with the United States own 
national security interests. I am equally convinced that it was and still is 
also fully in accord with the security interests of the free nations of Europe 
vis-a-vis the massive Soviet threat that they have continuously, and in some 
eases perilously, faced since the end of World War II. In fact, since 1950, 
just as I am doing this morning, my entire efforts have been concentrated on 
bringing this American aid concept nto a form and a posture that wiuld make 
ineffective any further attempts to extend Soviet influence or control in this 
area of free Europe that is so critical to our Own security interests. Now, 
as my time for retirement approaches, I know that we have been following 
the right course, and I feel that if we are willing to continue our efforts, if we 
continue to develop the strength of our alliance—and, more important our 
capacity to understand our allies’ problems—we are on the threshold of achiev- 
ing our objective. Even if we continue our efforts and achieve our objective, 
I do not think we can hold it without being willing to continue to make sacrifices 
for as long as there is a Soviet threat. 

Very soon, now, I expect to be promoted to civilian status I shall have no 
less interest in the success of this effort for two reasons. First, as an Ameri- 
ean, military or civilian, I am most concerned about my country’s security and 
I know that this NATO effort is a necessary element of that security, Second, 
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and even more personal, I have two sons who are both in the service. I want 
them and their 9 children—6 of them boys—to lead a peaceful. existence in the 
atmosphere of freedom and liberty that our system has as its proudest boast. 
I am convinced that NATO is a basie factor in assuring that kind of existence, 
not simply for my own family and not simply for Americans but for all of us 
who have joined together in NATO to defend our. liberties. 

United States leadership is essential in this struggle. The requirement is for 
enlightened, patient, understanding leadership which will impose great demands 
for wisdom and character. I know that this high quality of leadership can be 
provided. I know that it must be. As—not if—it is previded, our future be- 
comes progressively more secure. 





(Discussion off the record.) 
COMMAND OF NATO 


Senator Munpr. Now, let me ask you about the command of NATO; 
you are the commanding officer. 

Do each of the NATO countries have staff officers in that command ? 

General GRUENTHER. Yes, sir. 

Senator Munpr. Even in countries like Portugal and Turkey ? 

General GrUENTHER. Portugal does not happen to have any staff 
officers assigned to our headquarters, but Turkey does. 

(Statement off the record.) 

We have on our staff, officers from 13 NATO nations, including 
Germany. 

(Discussion off the record.) 

Chairman Haypen. General, we are very grateful to you for your 
appearance here. 

(Thereupon, at 12:34 p. m., the committee recessed until 2 p. m., 
same day.) 

AFTER RECESS—2 P. M. 


CITIZENS COMMITTEE FOR UNICEF 
STATEMENT OF MRS. VIRGINIA M. GRAY, EXECUTIVE SECRETARY 
SUPPORT FOR CHILDREN’S FUND 


Chairman Haypen. The committee will be in order. 

The first witness this afternoon is Mrs. Virginia M. Gray, execu- 
tive secretary of the Citizens Committee for UNICEF. 

Will you please state your official position and whom you represent. 

Mrs. Gray. Senator Hayden, I am the executive secretary of the 
Citizens Committee for UNICEF, and I explain this in the first: para- 
graph of our very brief statement which I think probably I can read 
faster than I could talk from, which will give that information. 

The citizens committee for UNICEF is an informal clearinghouse 
of legislative information for a number of national organizations 
which support continued United States participation in the United 
Nations Children’s Fund, UNICEF. Some of these organizations 
appear before you individually to present their views. Others, listed 
below, have authorized this joint statement: 


American Association of University Women 
American Parents Committee 
Association for Childhood Education International 


4 
x 
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Child Study Associations of America 

Child Welfare League of America, Inc. 

Friends Committee on National Legislation 

Methodist Church—Women’s Division of Christian Service of 
the Board of Missions 

National Association of Social Workers 

National Board of Young Women’s Christian Association 

National Council of Jewish Women 

Spokesmen for Children, Inc. 

United Church Women 

Women’s International League for Peace and Freedom 


The executive branch has requested an appropriation of $10 million 
as the United States contribution to the Children’s Fund during the 
calendar year 1957. Our organizations heartily support this request. 
In the total mutual security program which this committee is con- 
sidering, the UNICEF contribution represents one-fifth of 1 percent 
of the total; yet, if an evaluation were possible that could measure the 
results achieved by each dollar spent for UNICEF, this program 
could be seen clearly as one of the most effective instruments of United 
States foreign policy in terms of the good accomplished. 


THE NEED GROWS 


As the emphasis in the work of the Children’s Fund has shifted from 
emergency relief to the planning of long-range programs to result in 
permanent improvements in the standards of child health and nutri- 
tion, more countries are eager for assistance in such projects as: 

(1) The drive to eradicate malaria from the world. There are 
large projects underway in Mexico and in Iran now to completely 
oe malaria from those countries. 

(2) A campaign to attack yaws on a continentwide basis in Africa. 

(3) —— efforts to develop and make available to children 
protein-rich foods in areas of chronic malnutrition. 

(4) Growing acceptance of basic maternal and child welfare proj- 
ects. 

(5) Cumulative growths: in the capacity of needy countries to 
utilize all types of U INICEF aid. 

For all of this, the United States leadership is vital. Our organiza- 
tions believe that United States leadership has contributed a great 
deal to the success of the work so far. We believe that the United 
States should continue to exercise a vital role in this constructive and 
humanitarian work in the years immediately ahead. Nothing should 
be allowed to weaken the prestige and goodwill that have accrued to 
the United States from its share in this work. 


IMPORTANCE OF UNITED STATES LEADERSHIP 


United States leadership has been vital, not only in terms of dol- 
lars given, but also in setting an example to other countries and in 
stimul: iting contributions from other governments. In 1955 a total 
of $6,650,771 was received by UNICEF from 71 governments other 
than the United States. This represented an increase of 25 percent 
over such gifts the previous year, and an increase of 110 percent over 
1950 and when 29 other nations gave $3,162,000. 


79607—56——12 
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The UNICEF office estimates that more than $7 million will be 
received from governments other than the United States in 1956 
as a result of their strong efforts to enlist the increased financial par- 
ticipation of other governments. It is hoped that there will be a 
further increase in 1957. 

Chairman Haypen At the rate of increase that has been going on, 
it should not take other countries very long to match the $10 million 
proposed in the budget. 

Mrs. Gray. That is absolutely correct. Of course, in addition to 
the recommendation from the administration that the contribution be 
$10 million, the percentage of the United States part in the total 
UNICEF budget is reduced this time to 55 percent. Last year the 
administration recommended a ceiling of 5714 and this year it is 55, 
so you are absolutely right. It is rapidly reaching the 50 percent 
mark, 

UNICEF, based on voluntary gifts from many countries, is an 
inspiring example of successful international eupers 

haracteristics of UNICEF that have contributed to its unique 
position are as follows: 

The Children’s Fund has demonstrated beyond a doubt the sound- 
ness of its conception and the efficiency of its operation during the 9 
years of its existence. 

(1) It has focused attention on the needs of children. Activities 
for the benefit of children, removed from political and ideological 
controversy, attract great public interest and support. 

(2) It has maintained a practical approach to the problems of help- 
ing children by selecting programs in which the recipient country 
will be able to continue after UNICEF assistance has terminated. 
Thus the gains aré made permanent. 

(3) UNICEF aid, primarily in the form of supplies and equip- 
ment, is tangible and produces immediately apparent results. 
UNICEF functions thus in support of the technical activities of other 
U. N. agencies, such as WHO, FAQ, and the U. N. Bureau of Social 
Affairs. 

(4) Coordination of policy and of operation, by UNICEF and other 
UJ. N. agencies working in related fields. has been remarkably effective. 
The Secretary General reported recently that UNICEF and the other 
agencies accomplish more by joint action than could be achieved by 
any one of them working on the same projects alone. 


TOTAL CHILDREN BENEFITED 


In conclusion, may we urge you to assure the continued leadership 
of the United States Government, and of the American people, in this 
great work for a more hopeful future for the world’s children. The 
fact that over 100 million children in more than 100 countries and 
territories have already benefited, and that in 1956 an additional 38 
million will be assisted, is ample testimony of why our continued 
support is essential. A contribution of $10 million in 1957 is certainly 
wh minimum for the United States share in the work of 
UNICEF 

Chairman Haypen. Thank you for your statement. 

Mrs. Gray. Thank you very much, Mr. Chairman. 








MUTUAL SECURITY APPROPRIATIONS, 1957 177 


Chairman Haypen. The next witness is Mr. Andrew E. Rice, the 
legislative counsel of the American Veterans Committee, Inc., Wash- 
ington, D. C. 

Is Mr. Rice here? 

The next witness is Mr. Edward F. Snyder, legislative secretary of 
the Friends Committee on National Legislation, Washington, D. C. 


FRIENDS COMMITTEE ON NATIONAL LEGISLATION, WASHINGTON, D. C. 


STATEMENT OF EDWARD F. SNYDER, LEGISLATIVE SECRETARY 


GENERAL STATEMENT 


Chairman Haypben. Do you have a prepared statement ? 

Mr. Snyper. Yes, sir; I do. Perhaps that could be inserted in the 
record and I could highlight it. 

My name is Edward F. Snyder. I am legislative secretary of the 
Friends Committee on National Legislation, 104 C Street NE., Wash- 
ington, D. C., an organization which seeks to represent many of the 
concerns of Friends, “but which does not claim to speak for the whole 
Society of Friends, whose democratic organization does not lend it- 
self to official spokesmen. 


I appear here today in support of the appropriation for extension 
of technical cooperation, humanitarian economic aid, and the refugee 
and children’s relief programs of the mutual secur ity program. 

These are the constructive programs through which we seek to help 
those in other countries who, by accident of birth, do not enjoy the 
advantages which we in this country do. As President Eisenhower 
said in a ‘speech before the 12th Annual Conference of the Advertising 
Council on April 3, 1956, strongly supporting this program of techni- 

cal and economic assistance: 

Every dollar we put into this kind of thing, if it is intelligently spent, is to 
my mind in the long run worth any five we put just in sheer defense, because in 
the long run it is a constructive thing. 

There are moral considerations which should be borne in mind. 
We live in the richest and most prosperous Nation in the world. As 
long as a majority of the world’s people go to bed hungry every 
night—as long as sickness, illiteracy, and economic and political dis- 
advantage are widespread—we cannot and should not rest easy. 

Secretary of State Dulles on April 30 before the Senate Foreign 
Relations Committee put it this way: 


The United States is far and away the most wealthy nation in the world. 
Our productivitiy is not much less than that of all the rest of the world put 
together. Our annual per capita income is over $2,000, whereas in the newly 
developing countries of Asia it is under $100. The United States cannot live 
either happily or safely as an oasis of prosperity in a desert of misery. 

No wealthy individual can live happily in a community of poverty to which 
he is indifferent. It is the same with the society of nations. Always the 
wealthy and economically developed nations have in fact helped less developed 
countries to develop. We were helped from abroad when we were beginning to 
develop this continent. That is a law of social life and we cannot violate it 
except at our peril. . 

We are concerned, however, that despite this statement, the Secre- 
tary of State went on to say that 83 percent of the funds requested 
in the mutual security program by the administration were for mili- 


tary items. It is our conviction that economic aid and technical as- 
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sistance should be divorced as far as possible from military considera- 
tions, 

It is our hope that a positive rationale for these constructive 
programs may be developed so that they will be viewed as a cooper- 
ative effort by the American people to help other people develop their 

God-given potentialities, rather than a negative reaction to another 
nation’s foreign policy. 

These constructive programs are very much in the long-term interest 
of the United States. They can help build strong, stable, independ- 
ent governments and thus greatly enhance the prospects for peace. 

Moreover, the United States needs to encourage both worldwide 
markets and worldwide sources of raw materials and supplies if we 
are to maintain a rising standard of hving and an expanding economy. 
Peter Drucker, in an article entitled “America Becomes a Have-Not 
Nation” in the April 1956 Harpers, points out our increasing depend- 
ence on other nations for raw materials, and makes some rather 
startling projections of our future needs. 


NEEDS FOR INCREASED EXPORTS 


He emphasizes the necessity of increasing exports if the United 
States is to earn the required foreign exchange to pay for the imports 
needed to sustain our growing mdustrial system. He urges that 
America take the lead in promoting the rapid economic growth—and 
especially the rapid imdustrial growth—of the raw material pro- 
ducing countries. 

The rapid industrialization of the countries that produce raw materials is, 
therefore— 
writes Mr. Drucker— 
the best investment the United States can make in its own economic future. It 
is, moreover, the foremost ambition of these countries themselves. 


ADVANTAGES OF UNITED NATIONS PROGRAM 


We urge especially, consideration of the appropriations to the 
United Nations and the various specialized agencies. While these 
sums are a small portion of the total amounts authorized, they repre- 
sent money well spent. A United Nations program offers the follow- 
ing advantages, among others: 

(1) It draws on technical personnel and experience from all over 
the world, and thus provides an opportunity for people in all coun- 
tries to help others. 

(2) It enables United States dollars to go farther, pooled with 
contributions from other countries in the U. N. program. 

(3) It removes one of the most damaging charges against the pres- 
ent United States bilateral assistance progr: am—that it may tend to 
control and dominate the internal or external policies of other nations. 


POLICY ON SUNFED 


It isa matter of regret to the Friends committee that the executive 
branch opposes United States participation at this time in the Special 
United Nations Fund for Economic Development—SUNFED—a 
749 am which would provide a splendid opportunity to share in a 
CU. N. program of economic aid. Congressman Brooks Hays and 
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(Chester een United States representatives to the 10th session of 
the U. N. General Assembly, in their recent report to Congress indi- 
cated a ae that the Secretary of State would reexamine the present 
United States position and offer some constructive modifications 
which would enable our Government to participate in SUNFED. 


UNITED NATIONS REFUGEE FUND 


We wish especialy to urge your support for the United Nations 
Refugee Fund, UNREF. The Second World War which ended more 
than 10 years ago is just a memory fer most, but for a considerable 
number of refugee men, women, and children, estimated at about 300,- 
000, it is still a bitter, living reality. 

The United Nations Refugee Fund, established as a result of Gen- 
eral Assembly action on October 21, 1954, and carried out under the 
direction of the United Nations High Commissioner for Refugees, 
hopes to find a permanent solution to this pressing problem through 
a number of programs. Emigration of refugees 1s promoted where 
possible. A variety of programs are in operation to help refugees 
integrate into their present country of residence. Emergeney assis- 
tance is also provided for the destitute, the sick, the aged, and those in 
transit. The UNREF program supplements the United States 
escapee program and the work of the Intergovernmental Committee 
on European Migration. 

This is the second year of an expected 4 year $16 million program, 
and the United States is asked to contribute $1.5 million for the 1956 
program, and $800,000 as a partial appropriation for 1957. We urge 
this committee and the Congress to approve all of these requests. The 
full amount requested would appear necessary if the 4 year goal is 
to be met. 

We in this country escaped most of the ravages of the last war and 
because of distance we have, unlike many European countries, even 
escaped having the refugee problem thrust upon us in a major way. 
We should do all in our power to aid in finding a permanent solution 
to this problem which will lift these people out of the despair which 
they now suffer. 

Chairman Haypen. The solution is to find homes for these people 
in other countries. 

Mr. Snyper. Absolutely, and to integrate them into the countries 
where they are or to move them to places which can absorb them and 
give them skills which will enable them to stand on their own feet. 


OCEAN FREIGHT COST ON RELIEF SUPPLY SHIPMENTS 


The last point we wish to make is with regard to ocean freight costs 
of shipment of relief supplies under section 409 (c) of the Mutual Se- 
curity Act. This isthe provision under which the United States Gov- 
ernment pays ocean freight costs on shipments of relief and rehabilita- 
tion supplies overseas that are sent by approved American nonprofit 
voluntary agencies. 

We are concerned that the full amount under section 409 (c) of the 
Mutual Security Act be appropriated to cover ocean freight costs on 
shipments of relief and rehabilitation supplies overseas by approved 
American nonprofit voluntary agencies. 
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This year the sum authorized by the House is $1.4 million as com- 
pared with $2 million which was authorized and appropriated last 
year. The Senate Foreign Relations Committee has recommended 
that the amount available for ocean freight be increased to $3 million. 
We urge this committee to grant the full amount authorized by the 
Congress. 

Chairman Haypen. Was $2 million enough last year? 

Mr. Snyper. They did not feel so. The Foreign Relations Com- 
mittee has increased that to $3 million, which the agencies feel will be 
satisfactory. We would hope that this committee will appropriate 
the full amount authorized by Congress. 

We believe this is a sound program which should be expanded. The 
voluntary agencies bear the costs of soliciting, packaging, and trans- 
porting the goods to United States ports. The receiving country, for 
its part, normally provides duty-free entry of the relief shipments and 

ays for transportation from the foreign port to final destination. 

he United States Government through this appropriation pays the 
ocean freight for the goods from the United States to the receiving 
country. It is estimated that $1.4 million in ocean freight can move 
about 57 million pounds of relief supplies valued at an estimated $20 
million. An increase in funds for ocean freight should likewise in- 
crease the amount of relief supplies going overseas. 

One of the advantages of this program is that distribution is made 
largely on a person-to-person basis, rather than on a government-to- 
government basis. The goods shipped include food, clothing, medi- 
eal and hospital supplies, school supplies, hand tools for trades and 
agriculture, and other self-help items. 


LIST OF VOLUNTARY AGENCIES 


The voluntary agencies who are members of the American Coun- 
cil of Voluntary Agencies for Foreign Service, Inc., which distributes 
these goods are— 


American Baptist Relief 

American Bureau for Medical Aid to China, Inc. 

American Federation of International Institutes, Inc. 

American Friends of Russian Freedom, Inc. 

American Friends Service Committee, Inc. 

American Fund for Czecholsolvak Refugees, Inc. 

American Hellenic Progressive Educational Association—Refugee Relief Com- 
mittee 

American Jewish Joint Distribution Committee, Inc. 

American Middle East Relief, Inc. 

American National Committee to Aid Homeless Armenians (ANCAHA) 

American ORT Federation, Inc. 

American Relief for Poland, Inc. 

Boys’ Towns of Italy, Inc. 

Brethren Service Commission 

Catholic Relief Services, National Catholic Welfare Conference, Inc. 

Church World Service, Inc., National Council of the Churches of Christ in the 
U.S. A. 

Cooperative for American Remittances to Everywhere, Inc. 

General Council of the Assemblies of God, Foreign Service Committee 

Heifer Project, Inc. 

International Rescue Committee, Inc. 

International Social Service, Inc., American Branch 

Iran Foundation, Inc. 

Lutheran Refugee Service 

Lutheran World Relief, Inc. 
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Mennonite Central Committee, Inc. 

National Travelers Aid Association 

Near East Foundation 

Russian Children’s Welfare Society, Inc. 

Salvation Army 

Self-help of Emigres from Central Europe, Ine. 

Tolstoy Foundation, Inc. 

Unitarian Service Committee, Inc. 

United Friends of the Needy and Displaced People of Yugoslavia, Ine. 
United HIAS Service, Ine. 

United Lithuanian Relief Funds of America, Inc. 

United Seamen’s Service, Inc. 

United Ukrainian Service 

World University Service 

Young Women’s Christian Association, Inc., World Emergency Fund. 


OCEAN FREIGHT ON FAR EAST SHIPMENTS 


These agencies wanted to testify before this committee. I talked 
to them this morning by phone and they indicated that there were 
very good uses for an increase in appropriations. One reason is that 
shipments to the Far East require greater amounts of ocean freight, 
just because of the distance, and they are increasing their program in 
the Far East. 

They are increasing the program for refugees and for self-help. 
Also, there is a good deal of heavy equipment such as operating-room 
supplies which are being sent to countries which have hospitals, 
Vietnam, Korea, and other countries. The agencies also believe that 
they would have to cut their used clothing program if they were con- 
fined to the 1.4 million figure rather than the $3 million figure. 

It has been repe atedly pointed out that private agencies should 
participate whenever possible in the efforts of this country in the 
foreign-aid field. It would be unfortunate if not enough money 
were “appropriated to allow these nongovernmental agencies to ex- 
pand their programs to the limit of their ra pabilities. 

In our view, the constructive programs of development assistance, 
technical cooperation, aid to refugees, children, and others are ex- 
tremely important in building the conditions for a peaceful world. 
While the appropriations involved are substantial, it is perhaps well 
to remember that they constitute only a small percentage of the total 
request for the mutual sec urity program, about 17 percent, and an 
almost insignificant portion of all Federal appropriations. Last 
year only about 1.4 percent of the total Federal appropriations went 
for such programs. 

The ideal expressed by President Eisenhower in his state of the 
Union message on January 5, 1956, is perhaps appropriate here: 

The sum of our international effort should be this: The waging of peace, with 
as much resourcefulness, with as great a sense of dedication and urgency, as we 
have ever mustered in defense of our country in time of war. 

It is in this spirt that we hope the members of this committee will 
consider the positive programs of assistance and development pro- 
vided in the mutual security program. 

Chairman Haypen. Thank you for your statement, sir. 

The next witness is Mrs. Elizabeth T. Farwell. 
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NATIONAL CONGRESS OF PARENTS AND TEACHERS 


STATEMENT OF ELIZABETH T. FARWELL, MEMBER OF THE 
WASHINGTON COMMITTEE ON LEGISLATION 


SUPPORT FOR CHILDREN’S FUND REQUEST 


Mrs. Farweti. Mr. Chairman and members of the committee, I 
am Elizabeth T. Farwell, a member of the Washington Committee 
on Legislation for the National Congress of Parents and Teachers. 
! am submitting this statement for Mrs. Clifford N. Jenkins, chair- 
man of the committee. I am very grateful for this opportunity to 
appear before you today to represent the National C ongress of Parents 
and Teachers, which is a volunteer group with 10 million member ships. 

Our organization supports the $10 million UNICEF request for 
fiseal 1957 as the absolute minimum necessary for the successful fur- 
therance of this humanitarian program. We applaud the long-term 
planning which requires that nations requesting UNICEF aid carry 
on their maternal and child welfare projects by themselves aiter they 
have been given the vitally needed UNICEF start. 

When we realize that projects which would never have been possible 
to these countries due to lack of necessary materials, technicians and 
know-how are now flourishing as a result of this self-help program, 
we are proud both of this wor k of the United Nations Children’s Fund 
and of the important part the United States has played in its develop- 
ment over the past 10 years. 

We regard it as an incomparable investment for the future, when our 
children will be dealing with those who have received the benefits of 
this program. For every 25-cent shot of penicillin given now to a 
sickly child, we foresee ae in good human relations which will be 
incalculable in dollars and cents. We feel there is no better way of 
safeguarding the heath and welfare of our own children than by try- 
ing to improve the health and welfare of children all over the world. 

For these reasons, the National Congress of Parents and Teachers 
continues its staunch support of the United Nations Children’s Fund 
and the $10 million request for this year. We believe that all children 
are our children, wherever they may live 

Chairman Hayprn. Thank you for your statement. 

Mr. Andrew J. Biemiller, legislative representative, American Fed- 
eration of Labor and Congress of Industrial Organizations, on mutual 
security appropriations is our next witness. 


AMERICAN FEDERATION OF LABOR AND CONGRESS OF INDUSTRIAL ORGANIZATIONS 


STATEMENT OF ANDREW J. BIEMILLER, LEGISLATIVE 
REPRESENTATIVE 


SUPPORT FOR MUTUAL SECURITY APPROPRIATIONS 


Mr. Bremitter. With your permission, I will file this statement and 
just comment briefly. “What I am filing, Senator, is a statement 
adopted by the executive counsel of the AFL-CIO meeting earlier this 
month. We are concerned that we should not at this time have any 
falling back in our program of economic aid and technical assistance. 
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We feel that this has been the kind of program that is needed in the 
battle that is going on throughout the world for the minds of mankind. 
We certainly hope that the Appropriations Committee will see fit to 
appropriate the fullest amount that is authorized. We recognize 
that you have a peculiar problem on your hands without the authoriza- 
tion. 

Chairman Haypren. We are now awaiting the enactment of the 
necessary authorization for legislation. 

Mr. Bremruver. I understand. We further hope that out of the 
authorizing legislation and whatever you may be able to do within the 
confines of that, that steps will be taken soon to try to coordinate all of 
the programs of economic aid that are now in existence and prevent 
some of the overlapping and, we think it would give us more efficiency. 

We likewise are most anxious that the beginning of the move to take 
advantage of title Il of NATO and work out some of the economic 
considerations that NATO anticipated originally in Western Europe 
will be brought into effect, and particularly the establishment of 
EURATOM. 

We are sure that your committee will give these matters your best 
attention. Thank you for the opportunity of appearing. 

Chairman Haypen. Thank you. 


PREPARED STATEMENT 


(The statement referred to follows :) 


STATEMENT OF ANDREW J. BIEMILLER, LEGISLATIVE REPRESENTATIVE, AMERICAN 
FEDERATION OF LABOR AND CONGRESS OF INDUSTRIAL ORGANIZATIONS ON MUTUAL 
SECURITY APPROPRIATIONS 


Mr. Chairman, my name is Andrew J. Biemiller. I am a legislative repre- 
sentative for the American Federation of Labor and Congress of Industrial 
Organizations, with offices at 815 16th Street NW., Washington, D. C. 

The American Federation of Labor and Congress of Industrial Organizations 
is concerned about the possibility that our foreign economic aid program is in 
danger of being reduced to an extent which can do serious harm to our national 
security and to the democratic world in its struggle for the allegiance of the 
hearts and minds of men 

It was as a result of such considerations that the AFL-CIO executive council, 
meeting in Washington on June 7, 1956, adopted a further statement on American 
overseas economic policy. We would like to submit the following statement for 
the consideration of this committee: 

American labor has been among the first to urge our Government and other 
democracies to offer the economically underdeveloped countries adequate help 
to assure their economic progress, human freedom, and national security. 
Toward this end, we of organized labor have supported such plans and pro- 
posals as point 4, Colombo plan, the U. N. technical assistance program, and 
President Eisenhower’s pleas for a univeral war against poverty. 

The threat of Soviet aggression has compelled the free nations to divert to 
their defense needs large sums which might otherwise have been used in 
promoting the well-being of the underdeveloped areas. But since mass poverty 
and hunger constitute a potentially grave threat to freedom and peace, we 
strongly urge our Government to increase its assistance to the people of the 
underdeveloped areas. 

For more than 3 years, and especially since the 20th Bolshevik Party Con- 
gress, the Kremlin has laid marked emphasis on economic and political means 
for furthering world communism. 

Realizing that the intensified Soviet economic penetration of underdeveloped 
eountries aims to bring these areas into the Soviet imperialist orbit rather than 
to promote human well-being and freedom, our Constituent Convention thus cor- 
rectly stressed the urgency of American initiative in defeating this sinister 
Soviet strategy. 
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Underdeveloped and undeveloped continents and regions where many hundreds 
of millions nurse their grievances and their hopes constitute a fertile field for 
Communist operations. 

In dealing with rudimentary human problems the world over, we must be con- 
cerned primarily with two immediate needs—the need for food, health, and 
irrigation in the underdeveloped countries, and the burning desire for indepen- 
dence and equality. By ministering to such fundamental needs we will be on 
firmer ground as we seek to win new adherents to the free world. 

Integration of our foreign political and economic policies is essential, if the 
great technical resources and mightly industrial potential of the United States 
are to be geared to increasing the productivity, raising the purchasing power, 
and improving the living standards—especially of those economicaily under- 
developed countries which are devoted to human liberty and peace. 

In line with the above evaluation, the AFL-CIO executive council proposes 
the following guiding lines for an effective American overseas economic policy : 

1. Demonstrate to the peoples of the underdeveloped regions in word and deed, 
that our interest in their well being is free from any desire to exploit or dominate 
them. 

2. No interference in each other’s domestic affairs or political life. 

3. In all countries which have not yet attained their full national independ- 
ence, representatives of the population are to be drawn into participating in the 
planning and application of all assistance programs in order to further the prog- 
ress of self-determination. 

4. Whenever practical, our Government should seek joint efforts with other 
democracies in undertaking technical aid and economic assistance projects. 

5. When such projects are undertaken through the United Nations and its 
special agencies, their operation must not be subject to the exercise of the veto 
power. 

G. The workers in each country must be guaranteed full opportunity for 
genuine collective bargaining and decent working conditions in line with the 
standards established by the ILO and free from racial discrimination and force 
labor. 

7. The working population of the countries receiving technical assistance 
should be helped to learn the organization of free and democratic trade unions, 
farmers’ and consumers’ associations. 

8. In order to secure the maximum cooperation of and support by the 
working people in attaining the above goals, the respective free trade unions 
should be adequately represented in all important planning and project com- 
missions. 

9. Increasingly, the principal control and ownership of important projects 
should be placed in the hands of the country aided and in accord with the 
economic forms their own people democratically determine, 

10. Our Government should join with other democratic governments in 
preparing, through the U. N., an international code to which the recipient nations 
should subscribe so as to reduce to a minimum the risks and difficulties sur- 
rounding private foreign investment and encourage this great reservoir of capital 
to serve in promoting a healthy and nonimperialist development of the indus- 
trially underdeveloped countries. 

11. While technical and economic assistance should be accorded to all coun- 
tries devoted to human freedom and peace, whether or not they are in alliance 
with the United States, the critical world situation created by Soviet imperialism 
and the limits on funds available for such economic aid require that countries 
which have shown in deed that they are ready to join with the democracies in 
the preservation of peace and freedom should be given priority of consideration 
in such assistance projects. 

12. Expanded economic and technical assistance is of vital importance in 
the struggle against communism, because it makes people less prone to fall 
victim to Communist propaganda and subversion. However, the resulting 
economic improvement is an indispensable supplement to but not a substitute 
for military preparedness and cooperation with other freedom-loving peoples. 

In accordance with the above. guiding lines, we recommend the following for 
immediate action by our Government: 

1. Enactment into law of the foreign aid bill now before Congress. 

2. Set up machinery for coordinating all programs for economic aid and 
technical assistance to the economically underdeveloped countries “devoted to 
human liberty and peace.” 
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3. Toward furthering free European unity, economic aid, and technical assist- 
ance should be rendered to such specific projects for European integration as 
the establishment of the European Atom Authority (EURATOM) ; the construc- 
tion and operation of continental oil pipelines; the unification of the European 
rail, water, and air transport systems; coordination of electricity and water- 
power system; etc. 

4. Toward promoting prosperity in the free world, our Government should call 
for an international economic conference of nontotalitarian countries to join in 
preparing a program for eliminating trade barriers among themselves, expanding 
their respective domestic markets, increasing their productivity and purchasing 
power, improving their standards of living, securing stability of prices and 
rational international utilization of surplus manpower. At this conference, our 
Government should seek the establishment of an international consumers’ credit 
fund of $10 billion to facilitate long-term installment credits especially for the 
peoples of the economically underdeveloped areas of Asia, Africa, and Latin 
America. 

COOPERATIVE LEAGUE OF THE UNITED STATES 


STATEMENT OF WALLACE J. CAMPBELL, DIRECTOR, WASHINGTON 
OFFICE 


GENERAL STATEMENT 


Chairman Haypen. The next witness is Mr. Wallace J. Campbell, 
director of the Cooperative League of the United States. 

Mr. Campse.t. I have a prepared statement, and I would also like 
to file with the committee a longer prepared statement which we 
presented at the Foreign Relations Committee, which goes into the 
background and details of the mutual security bill, but which I did 
not feel that your committee would need to have. 

This statement is substantially shorter, and if I may read it, there 
are some things that I can summarize as I go along. 

Chairman Haypen. V ery well, you may y proceed. 

Mr. Campsent. Because your committee is pressed for time we 
would like to file for the record a copy of the extended statement 
which we presented to the Senate Foreign Relations Committee on 
May 11 which outlines in much greater detail the reasons for our sup- 
port of the technical and economic development programs. This also 
spells out in much more detail the actual operation of the programs 
themselves. 

Because this committee is concerned primarily with the appropri- 
ations, we would like to point out that the Cooperative League in- 
cludes in its membership approximately 13 million families—all of 
them taxpayers. Their opinions as expressed in annual meetings of 
their own organizations and in biennial congresses of the Cooperative 
League indicate their sincere and continuing support of the technical 
assistance and economic development programs. These families are 
members of cooperatives through which they obtain their farm sup- 
plies, insurance, consumer goods, electric power, savings and credit, 
health services, housing and other needs. 

It is our sincere belief that permanent peace and a stable world 
economy cannot be secured by military measures alone. We believe, 
as a matter of fact, that technical and economic development play an 
even more important role in creating peace and a free world economy 
than any other part of our international program. It is for this basic 
reason that we give it such all-out support. 
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ADEQUACY OF FUNDS FOR TECHNICAL ASSISTANCE 


It is important to note that of the $4.9 billion requested by the Presi- 
dent, only 10 percent would be devoted to the combined technical as- 
sistance and economic development programs through both the United 
States and United Nations. It is our belief that, if anything, the 
amounts requested are inadequate to do the job which is required in 
today’s situation. 

The House of Representatives in its authorization legislation called 
for $140.5 million to cover the United States bilateral technical as- 
sistance program. In the last 6 years this has become a significant 
part of our foreign policy. A few years ago this program was limited 
to technical assistance in the fields of basic education, village health, 
and elementary agricultural extension. 

These programs are still being carried on; but today the ICA is also 
engaged in peaceful uses of atomic energy, in projects such as the 
Asian Nuclear Research Center, and the training of technicians under 
bilateral agreements to assist some 28 countries in developing national 
research programs. 

In a well-rounded operation the ICA is assisting in development 
of hydroelectric and other resources, while at the same time helping 
people improve methods of planting rice, marketing arts and handi- 
crafts, developing cooperative credit systems, and creating patterns 
of village improvement applicable on a countrywide basis. 

These are the kind of things that we feel help people to help them- 
selves in these underdeveloped countries. 


DEVELOPMENT ASSISTANCE PROGRAM 


We have come to realize that technical assistance, as important as it 
is, becomes a catalytic agent which prepares people for economic de- 
velopment. It calls for a supplementary economic program which will 
take advantage of the new skills, techniques, know-how and drives 
which come almost automatically out of the technical assistance pro- 
gram. The development assistance program provides the funds for 
this type of activity, and we urge the committee approve the author- 
ization of $343 million. 

That amount was approved by the Senate Foreign Relations Com- 
mittee at its meeting yesterday. This is certainly a reasonable fig- 
ure—or perhaps a small amount in terms of the growing need. 

The expanded technical assistance program carried on through the 
United Nations specialized agencies, we feel, is even more significant 
than the amount authorized by the House for United States con- 
tributions. 

In a world which is seeking a maximum amount of liberty, freedom 
and independence, the United States can achieve its greatest effec- 
tiveness by helping people to help themselves. This means helping 
nations to help themselves, too. The multilateral technical assistance 
program helps strengthen all of the nations of the free world through 
concrete, constructive, and fully cooperative activities. 

The voluntary nature of the contributions of some 78 countries 
in the U. N. technical assistance fund means that we have achieved 
an international program of organized self-help. 
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INVESTMENT IN U. N. TECHNICAL ASSISTANCE 


Our investment in U. N. technical assistance of $15.5 million is met 
by contributions of other developed countries as well as the less- 
developed receiving countries. Cash contributions are supplemented 
by an estimated $60 million contributed by receiving governments to 
the local costs of the projects. 

When these factors are taken into account, the State Department 
estimates that the United States percentage of the total cost of the 
program for 1955 was approximately 17 percent. It is contributions 
of this kind which underline the completely cooperative character of 
the program which is one of its greatest strengths. 


FOOD AND AGRICULTURE ORGANIZATION 


Since the majority of members of the Cooperative League are farm 
families, we have a very special interest in the work of the U. N. Food 
and Agriculture Organization. The FAO has pioneered. in technical 
assistance ever since its establishment in 1945. It has helped people 
to grow two blades of grass where one grew before, to raise more 
adequ: ite crops, and to eliminate disastrous and wasteful plant and 
animal diseases which had cost hundreds of millions of dollars in 
reduced food and fiber. The people who have actually been saved 
from starvation through this program is impossible to estimate. 

Similar things could be said about the technical assistance work 
of the World Health Organization, the U. N. Educational, Scientific. 
and Cultural Organization, UNESCO, the International Labor Or 
vanization, and the smaller specialized agencies which carry on tect - 
tical assistance programs. We strongly recommend that the au- 
thorized appropriation of $15.5 million be made for this cooperative 
endeavor. 

In summary, we urge that the committee approve the full authoriza- 
tions of $343 million for development assistance, $140.5 million for 
United States technical cooperation programs, $15.5 million for the 
expanded technical assistance program of the United Nations, and 
$1.5 million for the Organization of American States. 


LONG-RANGE COMMITMENTS 


We were in favor of a more flexible program and a program which 
would make longer-range committments possible and are sorry that 
the House of Representatives did not include these in the program. 
We were sorry, too, that the Congress did not include a program of 
multilateral economic development which would parallel the work of 
the U. N. expanded technical assistance program, such as the special 
U.N. Fund for Economie Development, SUNFED. 

We firmly believe there is much to be gained by programs in which 
many nations cooperate to raise the living standards of the less- 
developed areas of the world. 

As we understand it, the Senate Foreign Relations Committee is 
recommending a thorough-going reappraisal of the entire foreign aid 
program. We feel this is timely, if net actually overdue. We would 
support it 100 percent. 
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Chairman Haypen. In supporting it, you would hope that those 
who look over the program would try to bring in constructive sugges- 
tions rather than merely criticisms? 

Mr. Camppe.u. That is right. The world has changed a great deal 
since we started that program. Many of the countries which were at 
that time either possessions or colonies are now independent countries. 
The problem of feeding people to keep them alive is less of a problem 
than of helping the people who are kept alive to help themselves to 
provide their own food. 

It is that kind of a change which is necessary. It is not that we feel 
that somebody should just throw knives at the program. There are 
things that need to be continued. 


WORLD FOOD BANK 


Particularly we need things like the item which was adopted in the 
Senate Foreign Relations Committee just the day before yesterday. 
This item called for a study of a world food bank, which would take 
the food surpluses of some countries and the needs of the others and 
eae a way of distributing the surplus food so that we would get the 

argest potential return and also get it distributed and used so it would 
not break the market at the same time. 

A world food bank of that kind which was authorized in principle 
by the Foreign Relations Committee ought to be studied. I am sure 
it is not going to be adopted at this session of the Congress, but things 
of that kind need to come in on this study. 

We feel, however, that the forthcoming study should not be used as 
an excuse for cutting the appropriations requested for this current 
year for technical assistance and economic development. ‘These are 
continuing and extremely valuable programs which should not be 
allowed to lapse. They are, in our judgment, the foundation on which 
a reorganized and revitalized program might well be built. 


ROLE OF VOLUNTARY AGENCIES 


In this connection we would like to suggest that one facet of the 
forthcoming study be devoted to the role which voluntary agencies 
can play in overseas aid and technical assistance. 

You heard Mr. Snyder just a few minutes ago talk about the work 
of these voluntary agencies. 

While some use has been made of these tremendous forces in our 
economy, there is still much that can be done by organizations like 
CARE and the major relief agencies and other voluntary associations. 
In this connection, I would like to quote four paragraphs from the 
testimony submitted to the Foreign Relations Committee May 11 by 
the American Council of Voluntary Agencies for Foreign Service 
which, spells out very dramatically the continuing need overseas. 
This organization cannot be here to testify before your committee. 

There are literally millions of refugees and needy people in the farthest cor- 
ners of the free world who are receiving tangible evidence that the people of 


the United States are concerned for their welfare. 

Those include most of the nearly a million refugees from North Vietnam, 
members of the great refugee group, 2 million strong, who throng the province 
of West Bengal near the Pakistan border, refugees who jam-pack such cities as 
West Berlin, Trieste, Karachi, or Hong Kong, the only part of China mainland 
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still in the free world. They also include the landless poor in south Italy, the 
people of Korea who, having expended all their physical and material resources 
in the defense of a common cause are materially and spiritually fortified by our 
continuing compassionate concern for them. 

Right now in 78 countries and areas of a crisis-ridden world, it is the care- 
fully planned distribution of American surplus food through American voluntary 
agencies that is proving that American people care in a personal way for the 
welfare of those who are helpless to meet the daily needs of themselves and their 
families. So many of the members of your committee have, in a recent survey 
tour, seen with their own eyes the benefits of these ongoing people-to-people 
programs that there is little need for further elaboration. 

In the fiscal year of 1955, 412,523,967 pounds of American surplus commodities, 
including dairy products, shortening and cottonseed oil, were distributed over- 
seas through 17 American voluntary agencies—agencies representing the great 
religious groupings, aS well as other voluntary groups of American citizens. 

In fiscal year ending June 30, 1956, the joint agency shipments should total 
more than 800 million pounds of surplus products. 


CONTRACTS WITH LAND-GRANT COLLEGES 


The opportunities for service in the relief field are surpassed only by 
the opportunities for using voluntary agencies in self-help programs. 
The contract program with the United States land-grant colleges has 
brought into the foreign aid program most of the important land-grant 
colleges in America. <A parallel program, mobilizing the efforts of 
the farm organizations, trade unions, cooperatives and educational and 
religious bodies could bring similar rewarding results. The effect 
would be greater economy in this self-help program as well as captur- 
ing the people-to-people relationship which is so essential to world 
peace. 

PAYMENT OF OCEAN FREIGHT 


I would like to add here that the farm bill which has been passed 
and signed will make it possible for the President to use up to $50 
million to pay ocean freight shipments for agricultural commodities. 
This is a very splendid thing, and we approve it 100 percent. There 
is a need, however, for more than the $1.4 million which was authorized 
in the House for shipment of other goods which are not agricultural 
surplus. 

CARE SHIPMENTS 


The Senate Foreign Relations Committee has authorized $3 million 
and that is a much more reasonable figure. I happen to serve on the 
board of CARE and I have been chairman of its executive committee 
for 10 years. We know that CARE itself expects to ship in the neigh- 
borhood of $100 million worth of agricultural products overseas. 

It will be food that will go to people who are in need, and it will be 
policed by American citizens who work in those countries to see that 
the food actually goes to people who would not otherwise provide a 
market for products either from our own country or other friendly 
nations. 

DIVERSION OF CARE PACKAGES 


Chairman Haypen. That policing is very important, at least in 
view of stories that we get that CARE packages, and other supplies 
sent abroad have been diverted by unscrupulous or dishonest people 
ms eal for their own private benefit. Have you encountered much 
of that ¢ 
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Mr. Camesett. Not much. Actually, not very much of that has 
happened in the CARE experience. It may have happened in other 
organizations. CARE lost some $35,000 worth of foodstuffs by pil- 
fer: age in Korea, and we have recently lost control of some goods in 
Bolivia. The amount is comparatively small, and it amounts to only 
l or 2 percent of what CARE has shipped, but it is enough so that if 
a newsman gets a hold of it, it sounds like a tremendous amount. 

As a matter of fact, we have through the CARE organization more 
United States personnel available in other countries to supervise dis- 

tribution than any other agency. The other agencies, because of their 
character, often turn the ‘goods over to an indigenous organization 
in that country. 

Under our contracts with the receiving countries we cannot do that. 
We must supervise the distribution ourselves. For that reason we 
were thrown out of the Iron Curtain countries, which refused to allow 
United States citizens to supervise relief distribution. 

Chairman Haypen. Can your agencies abroad be helpful in the 
shipments of supplies and materials that are sent by other agencies or 
by this Government ? 


DESCRIPTION OF CARE ORGANIZATION 


Mr. Campseti. We can, and we do distribute for several other 
agencies. CARE is made up of 28 national organizations. Some of 
them are small relief organizations like American Aid to Czechoslo- 
vakia, and Tolstoi Foundation, and so forth. CARE actually does 
the distribution for many of them, as we have United States person- 
nel to police the distribution. 

Senator ELienper. Does it make distribution for your own organt- 
zation ? 

Mr. Campsett. The Cooperative League, which is my own organi- 
zation, contributes money and our members contribute money directly 
to CARE, so that CARE does not police food distribution directly 
for us, but it does for the whole program. 

Senator ELLenper. I presume there is someone here who represents 
CARE? 

Mr. Campsett. I amon the board of CARE. 


SALE OF UNITED STATES MARKED GOODS IN WARSAW MARKETS 


Senator ELienDer. I wish to say this, that I intended to bring it to 
the attention of the committee: Last year I had the privilege of visit- 
ing in Poland. I was in Warsaw. I visited a few of these open 
markets and I would say that from 30 to 40 percent of the goods that 
were on sale in these markets were goods that came from the United 
States either through CARE or vifts made to the people in Poland. 

I saw more clothing with United States marks on them than any 
places I visited in that area, and I was informed that this clothing was 
sent through CARE and through other organizations throughout 
the country. Iam just wondering rif you know about that ? 

Mr. Camppert. Well, the word “CARE,” and “CARE packages” 
has become almost a common word in those countries. It is often used 
to describe things that are not CARE packages. This is very flattering 
but often embarassing. CARE has not been distributing goods in 
Poland since about 1950. We were thrown out by the present Polish 
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Communist Government because we insisted on having our own per- 
sonnel follow the distribution of these goods. 
So we have not made any shipments to Poland. 


TRAFFIC BETWEEN POLAND AND CARE RECIPIENTS 


Senator ELLeNpvER. Do you know of any traffic that exists between, 
say, Poland and one that gets it through CARE? It is the same kind 
of goods that I give away and every other American gives away to 
ship abroad to needy people. I saw on the shelves there any number 
of cans of pineapple from California, and peaches from other parts 
of the country, and I was astounded to learn that this traffic exists. 
That is that they sell them for profit. 

To give an instance, a 2-pound can of pineapples was being sold 
in Poland for $2.40, our money. 

Mr. Campsett. Somebody is really making some money on that. 
As a matter of fact CARE has not shipped any pineapple or peaches 
in its food packages during its 10 years of operation. 

Senator Eiitenper. And to take some clothing, I saw some overcoats 
there, and some ladies garments, although second-hand, and they were 
of a much better quality than you could buy in the stores in Poland. 
I was informed and, in fact, I know they were from the United States 
because there were the marks in them. As I have said, when I stop to 
think that we in the Congress appropriate 13 or 14 million dollars per 
year to pay the freight on some of these goods 

Mr. Campse.y. That was the amount last year. 

Senator ELLtenprer. And these goods are being used abroad to be 
sold that way, I do not think it would stand well with the American 
people who give them and who make the sacrifices of donating money 
in order to make those goods available to these people. 





OPERATIONS IN FINLAND, YUGOSLAVIA, AND ITALY 


Mr. Campse tt. I think, Senator, that this should be taken into ac- 
count. CARE withdrew from most of Western Europe the 1st of 
April a year ago, so that if there were goods there from CARE, they 
came either from Finland, where we still operate, or Yugoslavia, or 
Greece. 

Senator Eiienper. Is that also to Yugoslavia ? 

Mr. Camese.. Yes. 

Senator Eiienper. That is closeby ? 

Mr. Campsetu. If they did, the individuals who got the packages 
must have sold them to somebody else. This seldom, if ever happens al- 
though we cannot guarantee perfect control. We do not distribute 
any American clothing through CARE. 

Senator Eivenper. I am just wondering where they come from. I 
do know that they were gifts, I was told, from the United States. No 
particular organization was mentioned but I judged that since CARE 
was the distributing organization for all or many organizations, I 
thought probably it was from CARE. 

Now, | asked a question of quite a few people there who were dis- 
posing of this, why was that done? They said, that a good deal of the 
goods that were sent to many people was probably not useable by them, 
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and that they sold them in the hope that they could get sufficient 
money to buy what they really needed, in the country of ‘their origin. 

That might have been a good excuse, but at the same time, there 
was a lot of traffic, as I said, in that. Sales were just going on there of 
a lot of merchandise that I know came from our own ‘country through 


these donations. 
SHIPMENTS TO POLAND 


Mr. Campsecy. The Polish Government has a program now of en- 

‘ouraging Poles in the United States to ship in relief goods through a 
governnsat owned company. But they do not allow ‘CARE to make 
any such shipments because we insist on a contract with each recipient 
Government which allows us to have United States personnel there, to 
actually police the distribution. 

Senator Extender. You would not allow such traffic as that, would 
you? 

Mr. Camppe.i. No; we would not. 

Senator ELtenper. Do you know of any instance where it was tried ? 

Mr. Campseti. Well, in the early years of CARE, when there was 
such tremendous hunger, we know some people who got CARE pack- 
ages, who ate half of it and sold half of it in order to get some of the 
things they needed even worse than food. Thinks like that did happen. 
There was not much we could do about it, and there was not much 
really we should do about it, because if people got a package of cigar- 
ettes or a pound of coffee, and preferred to trade the pound of coffee in 
order to get shoes or something else like that, that was really their own 
business. 

But we did police it to see that the package actually got to the people 
who were designated as the recipient. 

Senator ELtenper. I presume that your representatives abroad are 
alert and are going around to see that these goods are not sold in the 
open market as I have just described was the case in Warsaw ? 

Mr. Camppseiy. That is right. 

They are very much aware of that problem. 

Chairman Haypen. We thank you. 


EFFECTIVENESS OF ASSISTANCE PROGRAMS 


Mr. Campseii. There was one final point that I would like to make, 
the Cooperative League has long felt that the technical assistance and 
economic development programs are one of the most constructive parts 
of American foreign policy. The concepts of peace, democracy, and 
freedom cannot alone fill the empty stomaches of the two-thirds of the 
world’s people who go to bed hungry each and every night. 

Raising the living y standards of this two-thirds of the world by help- 
ing people to help themselves can do much toward easing tensions and 
making these concepts a reality. 

Senator ELLenper. How is your organization maintained? Is it by 
public subscription / 

Mr. Camppeti. The Cooperative League is maintained by member- 
ship dues from individuals who are members of cooperatives. Mem- 
bers of cooperatives which are members of the league pay 10 cents per 
individual member per year to our budget. 

Senator Excenper. And that cash is used to purchase goods? 
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Mr. Campsetu. That is the regular Cooperative League program, 
which is educational, research, training of personnel and so forth. 
That is not the relief program at all. ‘The Cooperative Leagues pro- 
gram includes the work of the electric cooperatives and the farm 
supply cooperatives. Our work in CARE or our interest in CARE 
is a public welfare concern. 

Senator ELLenper. Thank you very much. 

Chairman Haypen. Thank you very much. 

Our next witness is Mrs. Alexander Stewart, legislative secretary, 


Women’s International League for Peace and Freedom, Washing- 
ton, D. C, 


WoMEN’S INTERNATIONAL LEAGUE FOR PEACE AND FREEDOM, WASHINGTON, D. C. 


STATEMENT OF MRS. ALEXANDER STEWART, LEGISLATIVE 
SECRETARY 


GENERAL STATEMENT 


Mrs. Stewart. Mr. Chairman and members of the Senate Commit- 
tee on Appropriations; I am Mrs. Alexander Stewart, legislative sec- 
retary of the Women’s International League for Peace and Freedom, 
United States section, with offices at 214 Second Street N.E., Wash- 
ington, D. C. 

The Women’s International League for Peace and Freedom is one 
of the nongovernmental organizations which, under article 71 of the 
United Nations Charter, was granted consultative status with the 
Social and Economic Council. We also have this status with the fol- 
lowing specialized agencies: UNESCO, FAO, and UNICEF. 

Since it was first founded by Jane Addams in 1915, the Women’s 
International League for Peace and Freedom has had as its primary 
objective the establishment of an economic and social system that 
would serve the needs of all rather than a few. Hence, we appear 
before your committee to appeal for allotment of all economic and 
social aid which would ded to fulfill the English historian, Arnold 
J. Toynbee’s prediction— 
that our age will be best remembered because it is the first age since the dawn 
of history in which mankind dared to believe it practicable to make the benefits 
of civilization available to the whole of mankind. 

We would approve the allotment of the special fund for the Middle 
“ast and Africa provided its expenditure were limited to titles II and 
ITT and section 407, which related to the Palestine refugees in the Near 
East. We approve the increased authorization in the Senate version 
of the Mutual Security Act of 1957 and hope you will see your way 
clear to allow the full $3 million for ocean freight charges on ship- 
ment of food, clothing, medical and hospital supplies, school supplies, 
hand tools for agriculture and trades, and other self-help supplies, 
as requested by the American Council of Voluntary Agencies for For- 
eign Service, Inc. 

We hope that nothing will be permitted to lower the value of our 
annual contribution to the budget of the Food and Agriculture Organ- 
ization. Likewise, we approve the use of foreign currencies available 
under this act for educational, scientific, and cultural purposes in the 
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national interest of the United States and other purposes of mutual 
interest. 

Consequently we hope that there will be granted sufficient funds, so 
that the $11 million available under the Mutual Security Act of 1954 
can be transferred to the Department of State to carry on further inter- 
national educational exchange activities. 


UNIVERSAL DISARMAMENT 


A second lifelong objective of the Women’s International League 
for Peace and Freedom is total, universal disarmament. Hence we 
respectfully request that you do not allot the enormous sum of $1,600 
million, authorized for replacement of equipment and materials sent 
out as military assistance from the stores of the Department of De- 
fense under this act. 

Such an expenditure would not be consonant with the efforts of the 
President’s special assistant on disarmament to reach an agreement for 
the limitation and control of armaments as a’prelude to their reduction 
and total abolition. 

Others may point out that foreign economic aid is out most effec- 
tive weapon against communism, but if Russia did not exist and com- 
munism were only a theory in a book, the United States, as the richest 
country in the world, would still have a moral obligation to help needy 
people help themselves. The means we propose have already proven 
effective. 

And, just as our Nation could not remain, in the words of Abraham 
Lincoln, “Half slave and half free,” so humanity as a whole cannot 
remain indefinitely half in misery, half in comfort. 

Our prosperity, our security, the future of democracy and our 
chances for peace are linked irrevocably to conditions and economic 
progress among the other countries of the world. Economic crises and 
despair often drive underprivileged people to the desperate remedies 
offered by totalitarianism. On the other hand economic and social 
welfare promotes the growth of peace and democracy. ‘Therefore 
technical assistance and economic aid are the means of creating the 


conditions for peace—which in today’s world is indivisible. It is for 
all of us or none. 


LONG-RANGE PROGRAMS 


But to achieve our purposes we must extend our cooperation and 
assistance in ways that have been demonstrated to be effective. Cer- 
tainly the way to make our assistance the least effective is to give it 
reluctantly, a little at a time, and only after strenuous annual debates 
in Congress. From experience gained through the Marshall plan we 
have learned that if continuity is impaired, gains achieved at heavy 
cost may be sacrificed. 

Therefore we urge your support of President Eisenhower’s sug- 
gestion for authorization of long-range programs. A long-range pro- 
gram makes possible better planning. It makes possible the securing 
of better personnel. This makes for more economical and efficient 


carrying out of the program. It gives stability to this phase of our 
foreign policy. 
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NONMILITARY AID 


Another method for assuring the effectiveness of foreign aid is that 
economic aid should be kept separate from military aid. The Women’s 
International League for Peace and Freedom urges that economic 
aid based upon the need of the people be kept wholly apart from mili- 
tary assistance. People in new and in underdeveloped countries need 
to experience a greater measure of individual liberty, self-government, 


education, and progress than can grow when aid is conditioned on the 
acceptance of military obligations. 


RESOLUTION ON ECONOMIC VERSUS MILITARY AID ADOPTED aT ANNUAL MEETING 


The Women’s International League for Peace and Freedom at its annual 
meeting in Oberlin, Ohio, June 14-18, 1956, calls attention to the excessive reliance 
of United States foreign policy on military force. It is becoming clear that this 
policy has tended to harden the division of the nations into opposing blocs. It has 
also helped to entrench dictatorship, especially in Latin America. The argu- 
ment that a show of military strength would check communism and raise the 
prestige of the United States has been disproved. 

We urge a drastic change of our foreign-aid program from military aid to 
economic aid and technical assistance, to be provided in substantial amount and 
over a long term, such as that proposed in the Rostow-Millikan report. 

We believe that our interests and conscience should concur in directing such aid 
to the service of human needs, and urge that wherever possible the aid should be 
channeled through the agencies of the United Nations. 


AID THROUGH THE UNITED NATIONS 


A further effective method for extending aid which has been re- 
cently emphasized by President Eisenhower and other national leaders 
is the channeling of aid through the United Nations. 

Our organization was gratified to see the statement made by Am- 


bassador Lodge on April 29 at the United Nations headquarters when 
he said: 


The present world situation is one which requires our giving new emphasis to 
multilateral programs. * * * 
We sent a telegram to Ambassador Lodge supporting this effort of 
our Government to channel more aid through the U. N. An economic 
rogram contributed to by many nations and administered by the 
Jnited Nations, on the basis of need, with no strings attached, can be 
clearly a world development program with self-respect. 


SUNFED PROGRAM 


As a beginning toward basic economic development, the United 
Nations has, since 1951, had on paper a plan for a Special United Na- 
tions Fund for Economic Development, SUNFED, a proposed fund 
of $250 million of which the United States would contribute its share. 
Until recently the administration had indicated it was not yet pre- 
pared to make such a contribution unless conditions made possible 
large-scale disarmament. 

While universal disarmament would lift the burden of arms from 
the world and release funds for world development, our organization 
believes that it is possible and necessary during this period, when dis- 
armament proposals are being considered, to approve the organization 


of and participation in SUNFED. 
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In the report to the 10th session of the General Assembly of the 
United Nations submitted by two members of the House Foreign 
Affairs Committee, Congressman Chester E. Merrow and Congress- 
man Brooks Hays, the league noted the importance given to economic 
aid through multilateral programs channeled through the United 
Nations. We wish to give the strongest encouragement to this direc- 
tion in our foreign-aid policy and increased appropriations for these 
programs. 

The United Nations already operates not only in the realm of study 
and discussion and recommendation, but in the paddy fields and forests 
of southeast Asia, in the deserts of the Middle East, in the high plains 
of Latin America. Every day in over 60 countries men and women 
drawn from as many nationalities, each with his own special training 
and experience to share, are working to impart to others who are in 
urgent need of that technical know-how and experience without which 
economic development is impossible. All this is the result of a daring 
belief translated into action through the United Nations technical 
assistance program and its specialized agencies. 

Technical assistance is not a new invention. It is as old as the his- 
tory of intercourse between organized communities. What is new is 
the fact that for the first time an effort is being initiated under the 
direction of an international organization to make available the whole 
body of human knowledge for the benefit of these governments and 
peoples that wish to draw upon it. 

While we recognize certain values in programs of economic develop- 
ment initiated by individual countries and private enterprise, we 
believe such programs carried on by and through the United Nations 
are preferable because they furnish adequate safeguards against eco- 
nomic exploitation, avoid fear of imperialistic aims or military com- 
mitments, and inspire the confidence essential to achieve democratic 
and peaceful development. 

Such multilateral programs are also significantly successful because 
they are cooperative. Recipients contribute as well as receive foreign 
aid. It isnot. one-way program. In 1953, of 96 nations receiving aid 
through the United Nations, 76 gave aid. In 1955 recipients contrib- 
uted in local aid twice the amount contributed by other countries. 


PROPOSED FOOD BANK PROGRAM 


We are glad to see that there is support for the establishment of an 
international food and raw materials reserve. We testified on May 29 
before the Senate Subcommittee on Senate Resolution 85 and 86, giv- 
ing support for both the world food board, and the international food 
and raw materials reserve. Our support of that goes back, Mr. Chair- 
man, to our international congress in Luxembourg in 1946, when we 
had a resolution which included these words : 

Our organization welcomes the opportunity presented by establishment of the 
United Nations for bringing about international cooperation in the community 
control of raw materials and the development of an économic social and educa- 
tional life of the peoples in conformity with unified structure of the modern 
world. 

In other words, we have been working for a long time for this, and 
we are glad to see that this is included in this bill, and we hope that 
it will be reported out with this included. 
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In summary, our organization wishes to encourage the fullest meas- 

ure of support for the granting of the following sums authorized in 
H. R. 11356: $243 million for development assistance, including $100 

million for the Middle East and Africa; $15.5 million for the United 
Nations expanded technical assistance programs; $1.5 million for the 
technical cooperation programs of the Organization of American 
States; $2.3 million for the United Nations Refugee Fund; $7 million 
for the escapees program; $10 million for the United Nations Inter- 
national Children’s Fund; $3 million for ocean freight; and $5.95 
million for the foreign reactor projects. 

Adequate financing of these programs should enlist the careful and 
generous support of all men and women of good will. 

Chairman Haypen. Thank you for your very interesting state- 
ment. 

Is Jacob Blaustein here ? 


THE AMERICAN JEWISH Com MITTEE 
STATEMENT OF JACOB BLAUSTEIN, HONORARY PRESIDENT 
UNITED NATIONS REFUGEE FUND 


Mr. Buaustrin. Mr. Chairman, my name is Jacob Blaustein. I am 
an industrialist. I appear here as honorary president, former presi- 
dent, of the American Jewish Committee. 

I thank you for this opportunity to testify and to urge your com- 
mittee to appropriate the full amount of $1,500,000 for 1956 and 
$800,000 toward 1957, as requested by the administration and author- 
ized by the House, for the United Nations Refugee Fund. 

As a member of the United States delegation to the 10th General 
Assembly of the United Nations, I had the honor of representing the 
United States Government in the Third Committee of the last Gen- 
eral Assembly and in its plenary session, and to participate in the dis- 
cussion of the refugee problem. 

There we were successful, after much debate and against violent 
opposition on the part of the Soviet bloc, in having the resolution co- 
sponsored by the United States overwhelmingly approved, a resolu- 
tion that reaffirmed the “permanent solutions program” that was first 
adopted by the General Assembly in 1954, against the strong opposi- 
tion of the five Communist member states, a resolution that also re- 
quested governments to contribute necessary funds to make that pro- 
gram possible. 

PERMANENT SOLUTIONS PROGRAM 


The “Permanent Solutions Program” realistically recognizes the 
fact that for the remaining approximately 250,000 Eviropean refugees, 
while there may still be some very limited genuinely voluntary repatri- 

ation possible—as distinct from “forced” repatr iation—and while it is 
hoped there may be some resettlement in overseas countries, for most 
of these refugees, the most satisfactory solution, and in many cases the 
only solution, is integration into the countries of their present resi- 
dence. 

So the Permanent Solutions Program is designed primarily to find 
a permanent solution for these remaining refugees, either through 
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resettlement in overseas countries or integration into the countries 
where they now reside. oul 

And in order to accomplish this, particularly the latter, it 1s neces- 
sary to rehabilitate these refugees through various types of projects. 
Vocational training, housing, the extension of credit, emplyment coun- 
selling and job placements, and assistance in establishing the refugees 
in small businesses, in agricultural and other fields, constitute the 
methods. 

These are supplemented by various types of assistance for the so- 
called difficult cases; and by medical, supplementary feeding and sup- 
port assistance on an emergency basis. Priority is given to those in 
camps, who have been termed the “forgotten people,” and the projects, 
insofar as possible, are of a self-help nature, requiring the active par- 
ticipation of the refugees. 


TOTAL PERSONS BENEFITED 


Chairman Haypen. Could I ask about how many people have been 
benefited by this type of program in the last year or two ¢ 

Mr. Biaustern. Well now, in the last year, when we were at the 
General Assembly in the fall, there were still 300,000 of these cases, 
and now it is reduced to 250,000. 

Chairman Haypen. You would assume that some 50,000 of them 
either were settled in the countries where they were, or found homes 
in other countries ? 

Mr. Buausrern. Yes, sir, of that group. Now, originally, there 
were more than a million. But the early ones, some of them wanted 
to go back to homes of origin, and they went back. Those remaining 


do not want to go back. naar are the hard-core cases. They are the 
1 


ones we have the problem with at the present time. 

Chairman Haypen. Those who were young and able-bodied and all 
of that, I assume had less difficulty in being selected to emigrate to 
foreign countries like South America or Australia, but the older people 
were the ones that remained. 

Mr. Buaustetn. There are also some able-bodied people who have 
not been able to get passports or visas into these other countries. 

On behalf of the American Jewish Committee, I would like to intro- 
duce for the record a resolution the committee recently adopted, urging 
support of the appropriation to UNREF. And I should also like to 
amplify it with a few remarks. 

It seems to me that there are really two fundamental considerations 
in connection with this refugee problem—one the humanitarian aspect, 
the other a world-policy aspect. I would like to treat each of these 
briefly and in that order. 


HUMANITARIAN ASPECT OF PROBLEM 


On the humanitarian side, it is a tragic reflection of the tensions of 
our times that 10 years after the end of the Second World War, it 
has still been found necessary to undertake another international 
program for the aid of European refugees. I hardly need describe 
the severe situations in which many of these people find themselves. 

These refugees are people who had to leave their own countries of 
residence through no fault of their own, but because of war, revolution, 
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and oppression—conditions beyond their control. At this late date, 
many continue unsettled, uncertain as to care of body, anxious of mind, 
without a place they can really call home. 

_ Some, amazingly, are still healthy and able. They are useful’ resi- 
dents in whatever country they reside. Others are weary of: body 
and ‘mind, are sick and old—and certainly in the twilight of their 
lives, which-may not belong, are entitled to some peace of mind. 

A-large number, as previously stated, remain in refugee camps. 
On some of my missions to Europe, I have visited camps and there 
met such homeless people. And [I still recall vividly, as I am sure 
some of you do, how these people by the hundreds would crowd around 
us, talk with us, inquire what was going to happen to them, urge 
they be moved out. of the camps; and would implore for some definite 
assurance as to their future, some opportunity for the dignity of 
person that can come only when one feels he is permanently settled. 

I am sure all of us want to do a great deal more, and promptly, to 
bring that about, so that. these tragic victims of war, revolution, and 
oppression may find security and an opportunity to build normal 
lives. 

It has been estimated that in the period 1955 to 1958 from 60,000 
to 80,000 such refugees will emigrate or be resettled, either on their 
own initiative or through various governmental and voluntary efforts. 
This movement would, of course, be of considerable help in reducing 
the number of refugees who require further assistance. 

But, the key problem is to find permanent solutions for those many 
thousands who wish to remain in their present countries of residence 
or who will not be able to emigrate. 

Do let us bear in mind what Maimonides stated in as far back as 
the 12th century: 

Anticipate charity by preventing poverty; assist the reduced fellowman, either 
by a considerable gift, or a sum of money, or by teaching him a trade, or by 
putting him in the way of business, so that he may earn an honest livelihood, 


and not be forced to the dreadful alternative of holding out his hand for charity. 
This is the highest step and the summit of charity’s golden ladder. 


WORLD POLICY ASPECT 


Now, as to the world-policy aspect, the Soviets do not like or want 
this permanent solutions program. They have opposed it right 
along. They instead want to force these refugees to go back behind 
the Iron Curtain. 

At the United Nations, the Soviet bloc fought us on this issue long 
and intensely. The resolution which the United States cosponsored re- 
affirmed the humanitarian character of the refugee program, the guid- 
ing principle of which is that the true wishes of the refugees them- 
selves should be respected and international protection for them 
provided. 

It must be remembered that most of these European refugees 
have endured the hardships of refugee camps for many years in prefer- 
ence to repatriation to their countries of origin. The vast majority 
of those remaining do not want to go back, and in fact fear return. 
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At the United Nations I was authorized to say, what I believe you 
will concur in, that— 


The United States is firmly opposed to forced repatriation in any form, whether 
by direct or indirect steps which might tend to accomplish same. 


The fact is, that before we could have our resolution approved by the 
General Assembly of the U. N., it was necessary for it to reject a 
Soviet resolution which, while labeled by them as one for voluntary 
repatriation, would have turned the refugee program into a machine 
for forced repatriation of the Iron Curtain refugees. 

The draft resolution of the U. 8S. S. R. would have required the 
High Commissioner to urge the refugees to return. Indeed, in its 
original form, it contained no mention whatever of resettlement or 
integration ; and in its revised form, included these only as subsequent 
steps if encouraged repatriation failed. 

Now, having won our policy victory at the United Nations, do not 
let us lose it, do not let us sacrifice these refugees because of an un- 
willingness to appropriate what, everything considered, is a relatively 
small sum of money. And it is upon this hard bedrock of finances that 
the program will falter unless the United States gives it this support. 

I am sure that there is nothing the Soviets would like better than to 
see such a lack of financial support for the permanent solutions pro- 
gram and the consequent wrecking of it. 

So, on behalf of the American Jewish Committee, I urge that the 
full amount requested by the administration of $1,500,000 for 1956 
and $800,000 for 1957, as authorized by the House, be appropriated. 
What I would like to get across to you gentlemen, if I may, is this: 


RESOLUTION 


(1) This permanent solutions program is absolutely essential from 
a humanitarian standpoint: (2) unless the full requested financial sup- 
port of the United States is forthcoming, the program cannot move 
forward: and (3) if the program is permitted to fail, we will be play- 
ing right into the hands of the Soviet in this situation. 

(The resolution referred to follows :) 


THE AMERICAN JEWISH COMMITTEE STATEMENT ON OFFICE OF U. N. Hien 
COMMISSIONER FOR REFUGEES 


The American Jewish Committee supports the efforts of the Office of the U. N. 
High Commissioner for Refugees (UNHCR) to assist people who have fled 
from their native lands for fear of persecution for political, racial, or religious 
reasons and who are unwilling or unable to claim the protection of their own 
governments. It considers the (NHCR’s threefold program—international legal 
protection, promoting permanent solutions, and administering emergency aid— 
deserving of wholehearted support by the United States. 

The permanent solutions aspect of this program, known as United Nations 
Refugee Fund (UNREF), is financed through funds raised mainly through 
voluntary contributions of governments. This year, the administration has 
included in its foreign aid program a request for an appropriation for UNREF 
which will cover all of 1956 and part of 1957. This request amounts to $2,300,000 
including $1,500,000 for 1956 and $800,000 for 1957. Only by obtaining the full 
appropriation requested by the administration can the UNREF hope to realize 
its total requirement for 1956 (approximately $6 million), and its overall 4- 
year requirement ($16 million) from governmental contributions. 

Accordingly, the American Jewish Committee urges that the Appropriations 
Committees of Congress approve the administration’s requested appropriation 
for UNREF. 

Adopted by administrative board, Tuesday, June 5, 1956. 
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AMERICANS FOR DEMOCRATIC ACTION 


STATEMENT OF DAVID €. WILLIAMS, DIRECTOR OF RESEARCH 
AND EDUCATION 


GENERAL STATEMENT 


Chairman Haypen. Thank you, sir, for your statement. 

Mr. Biavstetn. Thank you, Mr. Chairman. 

Chairman Hayven. The next witness is David C. Williams, director 
of research and education, Americans for Democratic Action. 

Mr. Wiis. Mr. ( ‘hairman and members of the committee, my 
name is David C. Williams. I am appearing today on behalf of 
Americans for Democratic Action, in my capacity as its director of 
research and education. Our organization very much appreciates the 
opportunity to testify in behalf ‘of adequate appropriations for over- 
seas economic aid. 

Our organization has always been an enthusiastic supporter of 
American cooperation in the economic progress of the so-called under- 
developed areas of the world. As a nonpartisan organization, we are 
pleased to note that both Democratic and Republican administrations 
have recognized the important role of this program in our total 
foreign policy. Moreover, we believe that it is in the best American 
tradition to help others to help themselves. 


ACTION OF ANNUAL CONVENTION 


As recently as May 12, when over 600 delegates from 41 States 


gathered here in W ashington for our annual convention, we reiterated 
our support of this program in the following words: 


We favor a program of sustained United States help, covering a period of as 
much as 10 years, embracing increased technical assistance, grants, loans, and 
private investment. We urge partic ular attention for south Asia, which we 
regard as the world’s No. 1 economic danger spot. 

A clearer understanding of the changing position of underdeveloped areas in 
world affairs is essential to make such a program effective. Economic progress 
in underdeveloped countries in Asia and elsewhere is a long-range job. It can- 
not be accomplished overnight. Success depends primarily upon the persistent 
efforts and determination of the peoples of these countries themselves, but out- 
side aid can often provide the crucial margin that makes the difference between 
success and failure. 

1. We favor an expanded technical assistance ns im, operating not only on a 
bilateral basis but increasingly through the U. N. and other international organ- 
izations. Congress should make the funds for these purposes available on as long- 
term a basis as possible. 

2. We favor a substantially increased flow of loan capital through the Inter- 
national Bank and the Export-Import Bank, and the speedy activation of the 
prospective International Finance Corporation. 

3. We support the establishment of a special U. N. fund for economic develop- 
ment SUNFED to finance useful projects that cannot be financed under the 
criteria employed by the more orthodox lending agencies. 

4. We approve the efforts of the United States Government to include in its 
treaties of friendship, commerce and navigation provisions for the protection of 
private investment abroad. Private investment can do much toward accelerat- 
ing the needed industrial development of many areas. But private investment 
cannot do the whole job by itself, both because of the need of underdeveloped coun- 
tries for expenditures in fields not attractive to foreign investors and because 
of the limited risks that can properly be undertaken by private enterprise. 
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OPPOSITION TO REDUCTION IN FOREIGN AID PROGRAM 


Mr. Chairman, I should like to enlarge a bit on three points. First, 
I should like to warn against a tendency, apparent in a number of 
public statements on our overseas aid program, to advocate reducing 
our efforts just when the impression they have made is becoming in- 
creasingly apparent. 

Indeed, the Soviet Union itself has recognized the success of our 
overseas aid program by—very belatedly—entering the field itself 
and, in the words of Life magazine, a publication with whose views 
we often differ, substituting “technicians for truncheons.” A prudent 
businessman increases his investment in enterprises which are patently 
successful—and so, in our judgment, should the United States 
Government. 

SUPPORT FOR SUNFED PROGRAM 


_ Second, I should like to urge that the United States join in establish- 
ing SUNFED—the long-discussed Special U. N. Fund for Economic 
Development. We are pleased to note that Ambassador Lodge has 
publicly advocated American support for such a program. Such 
support will be a tangible demonstration of the faith in and support of 
the United Nations which both Democratic and Republican admin- 
istrations have declared. 

Moreover, it will be a challenge to the Soviet Union to abandon 
the use of offers of economic aid for purely political purposes. If the 
contributions to SUNFED are based upon the same formula as con- 
tributions to the U. N. budget, that of the Soviet Union will be some- 
what over half that of the United States, we contribute 33.33 percent 
of the U. N. budget, and the total Soviet rate, including the Ukraine 
and Byelorussia, is 17.83 percent. I do not believe that the resources 
of the Soviet Union for overseas aid are infinite, and the more of such 
resources we shame them into contributing to the U. N., the less 
they will have for individual mischief. 


LONG-TERM COMMITMENTS 


Finally, we should like to support the request of the President for 
authorization to make long-term commitments. The process of eco- 
nomic development is a continuing one, and the needs for American 
capital will be sizable for many years to come. I know that there are 
Members of Congress who sincerely maintain that one Congress can- 
not bind another. Technically, they are correct. 

But Congress did not raise this objection in voting funds for bat- 
tleships, which remained available until spent. Congress voted large 
capital sums for the Export-Import Bank, which remain available 
from one Congress to the next. I am confident that Congress can 
make provisions for long-term commitments which will not represent 
an abdication of legislative responsibility. 

It seems to me beyond dispute that the United States is not now effec- 
tively mobilizing and using its unprecedented and unparalleled eco- 
nomic power to help nations develop the kind of productive environ- 
ment essential for economic and political independence. It is absurd 
to say that we cannot afford to do this. With a national product of 
$400 billion a year, which can be increased at the rate of 15 or 20 bil- 
lion dollars annually, a tiny fraction of the total—or even of the 
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annual increase—would provide our share of the total capital needs 
of the less developed countries. 

We do not question our ability to spend 35 or 40 billion dollars a 
year on our defense if that is what is required to safeguard our mili- 
tary security. Neither should we balk at an expenditure of a smal] 
fraction of that amount, if it is required to strengthen the free world 
and secure our place in it. 

Chairman Haypen. Thank you for your statement, sir. 

Mr. Winu1ams. Thank you, Mr. Chairman. 

Chairman Hayven. Mr. David Whatley. 


STATEMENT OF DAVID WHATLEY 
OCEAN FREIGHT CHARGES 


Mr. Wuatrry. Mr. Chairman, I represent no organization and I 
appreciate your hearing me as a private citizen. The committee may 
recall my long-standing interest in many parts, particularly the hu- 
manitarian parts of the mutual sec urity program, and I shall not 
speak to those items such as UNICEF, technical assistance, etc., 
which need no support at this point from me. 

T wish to speak briefly on the increase recommended by the Senate 
Foreign Relations Committee for ocean freight charges from $1.4 
million to $3 million for shipments by approved voluntary agen- 
cies only to countries “eligible for assistance” under the Mutual Se- 
curity Act, as defined in section 409 (a) of that act, on all relief goods 
other than surplus food commodities donated to the agencies by the 
Commodity Credit Corporation from its own storage pursuant to 
section 416, as amended in section 302, Public Law 480, 83d Congress. 

This item has been covered by previous witnesses, Mr. Snyder and 
Mr. Campbell. I wish merely to call your attention to the last two 
sentences of the Senate Foreign Relations Committee report, para- 
graph 18, in which further justification is cited. In recommending 
this increase above the budget estimate, which was pr epared before 
the change in ocean-freight “authorization was enacted in section 208 
of Public Law 540, May 28, 1956, they took cognizance of the tech- 
nical language of the present mutual security Act in section 409(d) 
as compared ‘to the language of section 208 of the Agricultural Act of 
1956, which latter section pays in full in virtually unlimited fashion 
the ocean-freight charges on certain surplus commodities, but these 
commodities under section 208 of the agricultural bill are only those 
that are held and previously acquired by the Commodity Credit Cor- 
poration. They do not include the commodities donated by individu- 
als to such organizations as CROP which would now have to be paid 
for under the Mutual Security Act appropriation for section 409(c) 

rather than section 409(d), for which it is now unnecessary to appro- 
priate the budget request of $14 million. However, since section 
409(d) in its last sentence permits the transfer of other funds for other 
ocean-freight charges, it should not be repealed since it might still be 
necessary in the event of shipments under section 402 of the Mutual 
Security Act to some country that could not pay the ocean-freight cost. 

May I speak briefly to another point, Mr. Chairman ? 

The military assistance item included in the pending bill I am not 
qualified to speak on, and I think most members of the Congress will 
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probably admit that they would not be qualified to know how much 
would be required and necessary for the protection of our country. 
Whether you should cut this fund or whether a similar reduction should 
be made in our own Defense Department appropriations for ground 
forces, Navy, and so forth, should be a question, I submit, that ‘should 
be answered by a commission such as I have recommended for a num- 
ber of years, in the nature of a Hoover Commission, to be composed of 
the senior members of this committee, the House Appropriations Com- 
mittee, Foreign Relations and Foreign Affairs and both Armed Serv- 
ices committees. I suggest it w ould be desirable and propitious that 
Senate Resolution 285, reported by the Senate Committee on Foreign 
Relations providing for a $300,000 study of our total mutual security 
program, be broadened to include, additionally, such a study for our 
entire defense requirements, particularly in this year 1956 in the light 
of weapons of mass destruction with which we are so gravely faced. 

One point in connection with military assistance and defense sup- 
port, Mr. Chairman. In reading the testimony in the House Foreign 
Affairs Committee of Tyler W ood, I was struck by the fact, and con- 
vinced that it is impossible for the committee to reduce either of these 
items for Korea without impairing the other. It would be impossible 
to reduce the military assistance item for Korea without collaterally 
and indirectly automatically reducing the economic assistance for 
Korea. 

That is one part of the world where I think it is mandatory that the 
minimum amount appropriated should be the budget request. I think 
further testimony on that from experts such as C, Tyler Wood—I wish 
he could appear before your committee—would convince you that the 
budget request was far inadequate for that country. 

One other brief point and I shall close, Mr. Chairman. I appreciate 
your time. 

May I briefly, however, remark upon my observation of the work 
of the personnel in ICA, I have observed pretty closely the operations 
of Government for over 20 years, and I have been struck by the devo- 
tion and diligence and ability of these people. I have never seen, even 
during World War II, a group of people who are as overworked, ex- 
cept those in the United ‘States Senate. I think if you could make 
some visits to the agency you would see that they are understaffed ; 
that the budget request ‘for administration is not adequate. 

] appreciate } your time, sir. 

Chairman Hayven. Thank you, sir. 

Has Mr. Andrew Rice arrived ? 

If not, I think that concludes our list of witnesses for today. 

We thank you for your appearances. 


STATEMENT OF JAMES G. PATTON 
Chairman Haypen. At this point in the record, I will insert a pre- 


pared statement of Mr. James (, Patton, president, National Farmers 
Union, regarding appropriations for mutual security. 
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(The statement referred to follows :) 


STATEMENT OF JAMES G. PATTON, PRESIDENT, NATIONAL FARMERS UNION, CON- 
CERNING MUTUAL SECURITY APPROPRIATIONS 


Mr. Chairman and members of the committee, the membership of National 
Farmers Union through delegates to our recent national convention have ex- 
pressed a strong and continuing interest in activities and programs which bear 
upon the Nation’s effort to increase the economic strength, productive capacity, 
and living standards of the free world. We look upon such activities and pro- 
grains as essential to the attainment of peace and better living for our own citi- 
zens as Well as citizens of the other free nations. Moreover, we look upon such 
programs not as foolhardy benevolence, but as a common sense approach to the 
attuinment of peace and of our own security and survival. 


IFAP 


National Farmers Union is a member of the International Federation of Agri- 
eultural Producers. This is an organization made up of national farm organiza- 
tions of the various countries of the free world. Mr. Patton was honored in being 
elected vice president of this international farm organization and a member of its 
executive committee. Representatives of member organizations from other coun- 
tries represented in IFAP have convinced us that the farmer-memberships they 
represent have similar interests to farmers in the United States. Grounded in 
the farm areas of the world, there is a deep-seated desire for peace and the 
strengthening of the free and democratic world. From all reports, farmers be- 
hind the iron curtain share the interests of farmers of the free and democratic 
nations in increasing the sphere of human freedom and betterment. 

Last year Harper’s magazine carried an article entitled “Why Communism May 
Fail.” The essence of the article is that the Soviet system is most likely to break 
up because it refuses to recognize the truth about how former owners of family 
farms in Russia react to having their farms collectivized and members of farm 
families subjected to the will of their communistic bosses. To quote the author: 
“Perhaps the most dangerous enemy of communism is the stoic, passive peasant 
in Eastern Germany, Poland, the Soviet Union itself, China and Northern Viet- 
Nam * * * The passive figure of the peasant trapped in totalitarianism is joined 
as a potential mortal enemy of communism by the farmers of the free world 
* * * notably in the underdeveloped areas and perhaps most notably, at the 
moment, by the awakening of the Indian peasant.” 


PURPOSE OF STATEMENT 


At the outset, Mr. Chairman, we want to state our support for what we 
understand to be the objectives of the mutual security program. National Farm- 
ers Union has supported the defense, economic development, and technical 
assistance phases of the program each year since its inception. While we have 
done so, we are becoming more and more concerned that somehow we have 
lost sight of the objectives of the program or how to operate it to attain the 
proper Objectives in the present international situation. 


UNEASY WORLD 


We are living in an uneasy world, a world in which one-half of the people 
are trying to climb out of hopeless poverty and dependence on the economic 
ladder to security and freedom. These people of Asia, the Middle East, Africa, 
and even Latin America, most of them bypassed by the industrial revolution 
of the 19th century—some even bypassed by the dynamic political ideas that 
culminated in the American and French Revolutions—are more than half of the 
people of the noncommunistic world. They may well decide the fate of all free 
and democratic societies. Recognizing this fact, the leaders of Soviet Russia are 
launching a campaign to ensnare the people of the lesser developed areas, bring- 
ing them into the Communist camp. While the Communists are reported to be 
doing well on the side of the military, their emphasis in these lesser developed 
areas is on trade and capital investment. They have promised a great deal, 
and what they promise is exactly what these developing nations need. 

While we are faced with a formidable new kind of challenge—what some 
are calling the Soviet new look—we are still with the old look: we still cling 
to our narrow, rigid, unimaginative policies. 
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United States foreign policy in the absence of any new ideas or direction 
bumbles along its meandering course, from crisis to crisis, from brink to 
brink. We have never had such unsure direction, such inept diplomacy. . 


NATIONAL FARMERS UNION PROGRAM 


Delegates to our convention have indicated support of ‘adequate appropria- 
tions for development of essential national defense.” In so doing, recognition 
has been given to the need for a reliable modern défense force for the free 
world prepared to act in concert to bring any aggression to trial before world 
opinion. However, the new look in the Soviet Union under which emphasis is 
placed on manipulation of the internal weaknesses of nations in the interest of 
the Soviets means that United States concentration on military aid alone will 
not be effective in furthering the cause of human freedom and betterment. 

The President has stated that we need to provide more economic aid to 
underdeveloped countries and that each dollar of economic aid is worth five 
spent on the military. But expressing the position of the United States on 
SUNFED (Special United Nations Fund for Economic Development), a dele- 
gate of the United States on November 8, 1955, said: 

“The demands of defense still call for vast amounts of the world resources, 
which obviously means a heavy burden on taxation, and a consequent curtailment 
or postponement of many desirable economic and social programs * * * A 
United Nations fund supported only by the relatively small resources which 
apparently could be made available to it by member countries under existing 
circumstances would, we feel, make little impact upon the worldwide problem 
of economic underdevelopment.” 

Ambassador Henry Cabot Lodge, Jr., is quoted in the New York Times, April 
29, 1956, as saying that the present world situation requires the United States 
to channel a larger share of its foreign aid through the United Nations. He 
said, and I quote, ‘Multilateral aid offers a way to prevent the so-called auction 
which some are trying to promote between the United States and the U. S. S. R. 
as to which will spend the most in an underdeveloped country.” 

Lodge stated further that a sound multilateral program would provide “no 
cover for engaging in political penetration, which is what the Communists do 
and which we are unjustly suspected of wanting to do.” ; 

Since Ambassador Lodge aptly expressed our position of long standing on 
economic aid programs, our national president wired him as follows: 

“United States answer to adverse trends in foreign policy should be to take 
lead in establishing a ‘world economic development agency’ of the type proposed 
as the United Nations Special Fund for Economic Development. 

“National Farmers Union is in accord with recent developments which indicate 
a change in policy concerning the establishment of an agency to administer eco- 
nomic aid programs within the framework of the United Nations. 

“It is imperative that economic aid programs not be used to interfere with self- 
determinating ambitions of any nation, nor to perpetuate totalitarianism or 
colonialism. Multilateral economic and technical aid programs operated by the 
United Nations will promote best material well-being, employment, production 
and trade in ways that will enrich human life, eliminate economic weaknesses and 
promote faster rate of economic growth and development in the underdeveloped 
nations.” 

Apparently Ambassador Lodge was expressing his personal views on multi- 
lateral economic and technical aid since his position has since been repudiated by 
the President and administration leaders. 


HOW MUCH ECONOMIC AND TECHNICAL AID? 


The administration requested funds for economic development and technical 
assistance disassociated from military expenditures as follows: 
Million 
Development assistance (defense support) $170 
Technical cooperation 157 
President’s emergency fund 100 
Special fund for Middle East and Afric: 100 
Foreign atomic reactor projects 6 


Tee. : , 533 
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About a billion dollars more will be expended for economic development (de- 
fense support) under the administration budget. However, such funds are ex- 
pended in eonnection with military programs where the primary reason for 
giving aid is to boost the economies of those countries with men under arms. 

The administration has requested about $4.9 billion under H. R. 10082 for 
foreign economic and military aid programs. Of this amount only about 30 per- 
cent will go for economic aid and technical assistance (includes funds going into 
defense support, development assistance, technical cooperation, President’s 
special fund and other related programs). 

In spite of the President’s remarks that he favors more economic aid, only 
about 10 percent of $4.9 billion asked for by the administration will be funds 
which are exclusively outside military expenditures (these are the programs for 
which total expenditures amount to $533 million as indicated in the tabulations 
above). 

Mr. Chairman, National Farmers Union sees the need for a strong defense 
among the free and democratic nations. But we are convinced that we are in 
grave error in assuming that effective military pledges can be bought in under- 
developed nations whose people as yet have not attained something they really 
want to defend. 

Aren’t we putting the cart before the horse in our attempt to make military 
allies out of people who haven’t yet won the battle against poverty, hunger, 
disease and illiteracy? Wouldn’t we be on firmer ground if we began to orientate 
our aid programs away from military emphasis, and toward healthy relation- 
ships between free and self-respecting peoples just the same as would exist 
between a giver and a recipient in a family neighborhood in any one of the 
free and democratic nations? 


ROLE OF THE UNITED NATIONS 


The influence of the United Nations in extending multilateral programs of eco- 
nomic development is being lessened as the “have” nations give attention to en- 
larging bilateral programs of economic assistance. For example, the financing 
of the Aswan Dam for Egypt involves as much money as the total goal of the 
Special United Nations Fund for Economic Development (SUNFED) which we 
have seen stopped cold due to the failure of the United States and the United 
Kingdom to participate. 

Secretary Dulles has suggested the possibility of placing the emphasis among 
the North Atlantic Treaty Organization nations on social, economic, and political 
development. While this, under proper conditions, could be a constructive step, 
we believe the establishment of an agency to administer economic aid programs 
within the U. N. framework is an infinitely better approach. 

With the United Nations offering economic aid, smaller nations will more 
readily accept it because of the fact that every vestige of domination by a larger 
nation has been removed. To a new nation struggling to stand on its own feet 
this has been demonstrated to be of great importance. The administration has 
completely overlooked this important fact. 


FARMERS CONCERNED 


The tragic and unnecessary setbacks in our relations with our free and demo- 
cratic neighbors of the world is particularly disturbing to the farmers of the 
United States. 

The peoples of Asia and Africa are struggling for a democratic society, free- 
dom from colonialism, living wages, fair and rising labor standards, progressive 
forms of taxation, the elimination of discrimination based on race, color, nation- 
ality, religious beliefs, caste or sex, and enough to eat and wear. These kinds 
of aspirations, farmers of the United States can understand. What they cannot 
understand is why we can’t have a foreign policy which will reflect our genuine 
interest in human freedom and betterment in the underdeveloped areas of the 
world. 

As far as farmers are concerned, there is no better illustration of our weakness 
and shortsightedness than our inability to make constructive use of our stockpile 
of food in the area of need. Certainly, our adversaries, if blessed with such an 
asset, would recognize such stocks as an asset to be used creatively and boldly, 
for their own aggressive, expansionist purposes. Surely, we are not so devoid 
of imagination that we cannot devise the ways to use our stocks on a loan or grant 
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basis with interest focused primarily on raising living standards in the poverty- 
stricken areas. Our first thought is such a program need not be of our interest, 
because in serving the interests of people who are trying to bridge the gap of 100 
or more years in economic development, we will serve our own. 

Farmers of the Nation, Mr. Chairman, are convinced that in the foreign policy 
where what we do, as important as this is, is not always as important as how we 
do it. The “how” of our foreign policy is our great weakness at this time. 

The United States, along with the other “have” nations of the West, will have 
to do more than talk about human freedom and liberty. We are going to have 
to actively demonstrate through humanitarian action what we mean. 

There are about 2,600 million members of the human race on the earth. Half 
of them still go to bed hungry every night. Two-thirds of them suffer from poor 
diets. 

The man who digs in the rice paddy of Ceylon, or scratches with a stick in 
the earth of India, is becoming more and more important to us. What he thinks, 
feels and believes is of growing concern to every person in this Nation. 


NATIONAL FARMERS UNION RECOMMENDATIONS 


To reverse the current adverse trends in foreign economic policy, National 
Farmers Union proposes the following specific actions: 

1. Participation of the United States in establishment of a Free World Eco- 
nomic Development Agency of the type proposed as the United Nations Special 
Fund for Economic Development (SUNFED). What is needed is a vast expan- 
sion of the type of work done by the Export-Import Bank, World Bank, and the 
World Monetary Fund, with greater emphasis on economic growth and less upon 
short-term repayment ability. 

2. United States appropriations of economic and technical assistance to other 
democratic nations and for cultural exchange, such as the Fulbright program, 
should be greatly expanded with as much as feasible of such aid extended 
through the instrumentalities of the United Nations and the specialized agencies 
such as Food and Agriculture Organization. 

Those parts of these programs that cannot under current conditions be best 
administered through the United Nations should be carried out as fully as pos- 
sible through voluntary private foreign relief organizations such as CARE and 
the other private and religious organizations registered with Foreign Operations 
Administration for that purpose. 

3. Expand the authorizations of the Reciprocal Trade Agreements Act and 
encourage the executive branch to use them more fully. 

4. Enactment of customs simplification law. 

5. Renewal and improvement of International Wheat and Sugar Agreements 
and negotiation of other such agreements for all commodities that enter im- 
portantly into international trade. 

6. Negotiation and establishment of an International Food and Raw Materials 
Reserve or World Food Bank. 

In addition to the ahove, emphasis should be given immediately to the 
following: 

7. United States must denounce colonialism in clear terms. 

8. While maintaining adequate defense until a foolproof disarmament agree- 
ment can be worked out, United States should end continued talk about armed 
might, its military alliances, and its atomic striking power. 

9. United States economic aid should be given separate and apart from mili- 
tary aid and without strings of any kind attached. We must not give the im- 
pression that we are trying to buy the good will of the Asians or others to whom 
we give aid. 

10. In the absence of power other than manpower in a large area of the under- 
developed area of the world, the United States should move rapidly to give aid 
in the peaceful use of atomic energy. 

11. United States best efforts should be applied to making constructive use 
of our abundant agricultural commodities. Use of food to alleviate inflation and 
for making possible release of a nation’s funds for capital investments is urged. 

12. In accordance with the suggestion of the chairman of the committee, a 
study should be made of the long-time operation of our aid programs. It looks 
very much as if we will continue aid programs for many years to come. It is 
necessary for the gap in economic development to be closed if we are to move in 
the direction of a permanent peace, 

We do not want to see, however, any study be used as an excuse for obstruct- 
ing our aid program. 
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We are convinced that if existing sliding scale foreign economic policy were 
reversed to move in the directions indicated this would in itself further the 
prospects of peace as well as increase the demand for United States farm 
products. 

Farmers everywhere, including American farmers, also deeply feel the Biblical 
injunction “love thy neighbor.” American farmers want farmers all over the 
world and people generally to enjoy and be able to earn a better life and a better 
living. 

Moreover, American farmers know that they themselves can earn better liv- 
ings if people in other nations can earn the purchasing power required to buy 
the commodities we produce. And it is geod sense for us to buy from other na- 
tions the things they can produce to a better advantage than we can. Farmers 
in America are benefited by economic growth in other democratic nations as well 
as in our own. 

For these reasons National Farmers Union strongly supports all United States 
efforts to promote, encourage, facilitate, and assist economic development and 
growth in the democratic nations of the world. 


Chairman Haypen. A statement received from the National Coun- 
cil of the Churches of Christ in the United States will be inserted in 
the record at this point. 

(The statement referred to follows:) 


STATEMENT ON BEHALF OF THE NATIONAL COUNCIL OF THE CHURCHES OF CHRIST 
IN THE UNITED STATES OF AMERICA 


My name is Luther A. Gotwald. I am executive secretary of the Division of 
Foreign Missions of the National Council of the Churches of Christ in the United 
States of America. I appear before you today in support of appropriations to 
carry forward in the fiscal year 1957 those portions of the mutual security pro- 
cram that have to do with economic assistance to and technical cooperation with 
undeveloped nations and certain constructive and humanitarian programs of 
United Nations agencies. 

The 30 denominations—Protestant, Anglican, and Orthodox—related to the 
National Council of Churches have a membership of more than 35 million. I 
do not undertake to speak for each of these many millions of Christians. I am, 
however, authorized to appear before you as an officer of the National Council 
of Churches. 

The National Council of Churches is strongly of the opinion that the United 
States should continue its program of economic aid and technical assistance, 
both bilaterally and multilaterally. 

Specifically I speak as executive secretary of the Division of Foreign Missions 
of the council. This division includes in its membership 65 boards and agencies 
engaged in foreign mission activities overseas. These boards support approxi- 
mately 9,000 missionaries serving overseas and contribute annually for these 
overseas programs approximately $40 million for work in more than 50 coun- 
tries. 

In these overseas programs, which have been carried on for more than a cen- 
tury, Christian missions have pioneered in many programs which might well be 
deseribed as technical assistance. The healing of the sick, the feeding of the 
hungry, and the teaching of the untaught are all integral parts of the worldwide 
mission of the Christian Church. We continue these programs with increasing 
emphasis. However, today’s worldwide needs far surpass the resources of the 
churches for these purposes. 

It is well known that the National Council of Churches has clearly stated its 
affirmative position in relation to programs of technical cooperation and to 
substantial and constructive economic aid. It is appropriate to recall, as one 
example from many similar statements, the action of the National Council taken 
in May 1951: 


“* * * We approve and support the efforts of our Government and of the 
United Nations to provide such technical assistance and other needed aid to 
peoples in various underdeveloped areas of the world as is designed to help them 
to help themselves out of the slough of economic and social despondency to a 
level of decent individual, family, and community life. 


“We urge that the broad, long-range humanitarian aims which have animated 
these policies be kept foremost even in the midst of our justifiable concern for 
national defense and protection of the free world from aggression. For, what- 
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ever the present need for military strength to deter and resist aggressors bent on 
world domination, the things which make for just and lasting peace, security, 
and progress, are those which are consonant with the Christian goal of human 
brotherhood. 

“We pledge vigorous support of measures taken by our Government and other 
agencies, and by the United Nations, that will serve to spread among the peoples 
of the world, among God’s children everywhere, freedom, justice, health and 
education—opportunity for self-development, for wholesome family and com- 
munity living, and for creative effort—development of material and human 
resources in ways appropriate to each people’s own culture and environment.” 

Ever since 1951 the National Council of Churches has urged the continuance 
of such programs, keeping them distinct from the military and mutual defense 
aspects of the mutual security program. We would again urge that the Congress 
support these nonmilitary programs with sufficient funds to enable them to be 
carried forward with capable, qualified, and responsible personnel and with the 
necessary continuity of administration. 

We further urge the continued support of our appropriate share in the multi- 
lateral system of the United Nations expanded technical assistance program and 
an increase of this program, observing sound principles of rapid growth. Thus, 
we as a nation would further demonstrate our desire to work as partners with 
other nations and peoples in worldwide enterprises. 

In the present proposals of the President, we note with approval that sub- 
stantially the same amounts are asked for 1957 as were appropriated in 1956 for 
development assistance and for technical cooperation (both the bilateral pro- 
gram and the multilateral basis through the United Nations) : and that provision 
is made for other constructive international undertakings, including additional 
sums for the Middle East and for southeast Asia, and for emergency use by the 
President. We also urge that more adequate provisions be made for meeting 
foreign charges on overseas shipments of surplus agricultural commodities and 
for the payment of ocean freight on voluntary relief shipments. 

Therefore, we urge that favorable consideration be given to approving sub- 
stantial funds for the broadly defined areas of technical assistance and economic 
development, at least at the level proposed by the President in the mutual 
security program for the coming fiscal year and for the first part of long-term 
commitments, in order to insure continuity and flexibility in all these programs. 


REAPPRAISAL OF FOREIGN AID PROGRAM 


Chairman Haypen. I have received a communication from the Co- 
operative League of the USA which will be placed in the record at 


this point. 
(The communication referred to follows :) 


THE COOPERATIVE LEAGUE OF THE U.S. A. 
Washington, D. O., June 28, 1956. 


Senator Cart HAYDEN, 
Senate Office Building, 
Washington, D.C. 

DEAR SenaTOR Haypen: At the recent hearings of the Appropriations Com- 
mittee relative to the mutual security appropriations, you expressed concern that 
a study of our foreign program—if such is decided upon—should be in the nature 
of a complete reappraisal. You asked what, in our opinion, such a study should 
cover, and we would like to make some of the following suggestions for considera- 
tion in any reappraisal of United States foreign policy. 

One of the most important points I would like to make in reference to a New 
Look on foreign policy is the importance of a strong followup on greater use 
of the United Nations. 

You will remember that Ambassador Lodge made a strong appeal several weeks 
ago for the United States to take such action and leadership in the use of the 
United Nations and its specialized agencies. Unfortunately Ambassador Lodge’s 
position was countermanded somewhere along the line, probably by someone on 
the White House staff or in State Department. The device was the planting of a 
few words in the President’s press conference which gave the impression that 
Ambassador Lodge was speaking only for himself on this matter. 

Because of this unfortunate series of events it would be important to re- 
emphasize the role of the U. N. and to spell out some of the methods through 
which the U. N. could be used more effectively. 


! 
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The most popular program in the U. N. today is the expanded technical assist- 
ance program. Through this, as you know, the United States.is contributing $15.5 
million annually ; 72 other countries are contributing in cash and contributions the 
equivalent of over $60 million. The State Department estimates on the basis of 
these figures that about 17 percent of the total is paid by the United States. 

Even more important is the fact that $15.5 million through the U. N. specialized 
agencies is about one-tenth of the amount we spend through the United States 
bilateral technical assistance program. 

David Owen, Chairman of the Technical Assistance Board of the U. N., said at 
our recent conference that the U. N. program could be increased threefold in 
the next 5 years. 

For any study of this program, excellent illustrations of the work of the 
specialized agencies in this very constructive program are available. This would 
include the Food and Agriculture Organization, World Health Organization, 
UNESCO, International Labor Organization, and others. 

The Senate Foreign Relations Committee adopted a proposal calling for the 
President and the United States representatives at the U. N. to negotiate through 
the U. N. for the formation of a world food bank, or international food and raw 
materials reserve. This would provide a new specialized agency, paralleling the 
FAO, which would bring together the nations in great need with the nations with 
great surpluses in order to make the most effective use of the world’s agricultural 
commodities. A report of the 2-day hearings on the world food bank program 
will shortly be available from the Foreign Relations Committee. 

Another proposed agency in which we should take the lead is the proposed 
Special United Nations Fund for Economic Development, better known as 
SUNFED. There is a great deal of misunderstanding about the SUNFED pro- 
posal. It would, in essence, provide a parallel organization to the Special U. N. 
Fund for Technical Assistance. The economic development program would be 
contributed to by the participating nations. Its operation could actually provide 
a saving to the United States taxpayers since it would mobilize the resources of 
the other countries as well as our own resources in a program of economic de- 
velopment. 

Some question has been raised about the participation of the U. S. S. R. in 
such a program. Actually the U. 8. S. R. is now participating in the U. N. itself 
and in several of the specialized agencies of the U. N. Its influence has been kept 
to a minimum, and the countries of the free world show no disposition to follow 
Russia’s lead rather than our own. Our leadership in this field can be a very 
important factor in the present world situation. 

The International Finance Corporation, now being set up as a subsidiary to the 
World Bank, should provide machinery for loans flowing into the underdeveloped 
countries for use of nongovernmental agencies and enterprises as well as supple- 
menting governmental work in the development field. The IFC might well become 
a very substantial factor in international development. 

Occasionally there is confusion about the roles of IFC and SUNFED. As a 
matter of fact, their functions are very different. SUNFED is to provide the type 
of funds which lead to the development of the economy as a whole, such as ports 
and other shipping facilities, roads, warehouses, and similar services. IFC would 
make loans to enterprises which are immediately income producing rather than 
supports for the economy as a whole. 

Finally, there is one asset which the United tSates is holding and using with 
much less effort than it could. Our $8 billion food and fiber surplus could very 
well serve as a major factor in development in the underdeveloped countries. 
There are at least two principal uses in addition to the sales for local currency 
now underway. One of these is the use of food as capital. Through this device 
American food and fiber could be shipped to countries which will sell the food 
for local currencies and use those local currencies for the capital required to build 
irrigation systems and other development projects, helping these people to help 
themselves. 

The second device is the use of voluntary agencies in distribution of food and 
fiber overseas. A small beginning has been made in this respect, and recent 
passage of the farm bill which includes a substantial reimbursement for ocean- 
freight expenses will step up the program. It still, however, is far from its po- 
tential. Organizations like CARE and the religious agencies could dispose of 
several billion dollars worth of our current surplus, supervising distribution so 
that none of the foods would go into competition with either our own market or 
the markets of friendly agricultural producing countries. It is possible for such 
voluntary agencies to send United States nationals into a country to supervise 
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relief distribution, while the United States Government itself could not propose 
such supervision without treading on the sovereignty of the recipient countries. 
Use of the voluntary agencies also brings a person-to-person character to this 
overseas operation. Furthermore, the voluntary agencies are usually able to 
secure mu¢h larger contribetions*from the governmenrts-and nationals of other 
countriés in carrying the internal costs of such relief programs than is our own 
Government. 

We would be happy to help you secure additional data on some of these projects 
if you would like to have it, or to discuss this matter more thoroughly with you at 
your convenience. 


Sincerely yours, 
WALLACE J. CAMPBELL. 
Chairman Haypen. The committee will stand in recess until 10: 30 
Monday. 
(Thereupon, at 3:20 p. m., Thursday, June 21, 1956, the committee 
was recessed, to reconvene at 10:30 a. m., Monday June 25, 1956.) 
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MONDAY, JUNE 25, 1956 


Untrep States SENATE, 
COMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 

The committee met at 10:30 a. m., pursuant to adjournment, in 
room F-37 of the Capitol, Hon. Carl Hayden (chairman of the com- 
mittee) presiding. 

Present : Chairman Hayden, Senators Ellender, Stennis, Knowland, 
Thye, Mundt, Dworshak, and Dirksen. 


DEPARTMENT OF DEFENSE 


STATEMENT OF E. PERKINS McGUIRE, DEPUTY ASSISTANT 
SECRETARY OF DEFENSE (ISA) 


GENERAL STATEMENT 


Chairman Haypen. The committee will come to order. 

Mr. McGuire, you have a prepared statement. Do you want to 
put that in the record and discuss it or how would you like to handle 
it ? 

Mr. McGuire. I would like to read it, Mr. Chairman. It covers all 
the background problems of this program. 

Chairman Haypen. Very well, you may proceed. 

Mr. McGume. Mr. Chairman and members of the committee, I ap- 
preciate this opportunity to appear in support of the fiscal year 1957 
mutual security program. 

Secretary Wilson and Admiral Radford have already indicated to 
you the part that this program plays in our overall effort for national 
security. I shall address myself to the military assistance program 
and am prepared to go into as much detail as the members of the com- 
mittee desire. 

SAVINGS FROM PRIOR YEAR APPROPRIATIONS 


The President has requested the appropriation of $3 billion for 
fiscal year 1957 to carry out the military assistance features of the 
mutual security program. We believe this sum is required. How- 
ever, as I have told the Senate Foreign Relations Committee and the 
committees of the House of Representatives that considered this pro- 
gram, savings have been made from funds appropriated in prior years 
which can be applied against this requirement. These savings are 
now estimated to amount to approximately $100 million, thus reducing 
the amount of appropriation required in fiscal year 1957 to $2.9 
billion. 

Senator ELLENpER. Would you mind an interruption ? 
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Mr. McGutre. At your pleasure. 

Senator ELLeNpEeR. How were those savings attained ? 

Mr. McGuire. They come primarily from repricing or from exam- 
ination of conditions as they change, Senator. The particular plan 
has changed and was no longer necessary. 

Senator Euzenper. Did you abandon any programs that you here- 
tofore fostered ? 

Mr. McGuire. No, sir; it is not an abandonment of program as much 
as it is a constant examination to be sure that it is still a required pro- 
gram in all of its details. Certain elements may change as you go 
along. 

Senator Evtenver. Over what period of time was this $100 million 
savings made? 


ALL-WEATHER PATROL PLANES FOR JAPAN 


Mr. McGuire. Those are savings we have made, sir, since the original 
presentation books were put together and the figure of $3 million 
determined, which would be : about last December. We are constantly 
reviewing these programs. For example, some of these savings were 
made in some ——— all-weather patrol planes for Japan. That was 
in the fiscal year 1957 program. We were able through administration 
and use of the fiscal year 1956 funds to dev elop enough money to fund 
those planes. 

We considered these aircraft to be high priority. We therefore 
moved them forward, and funded them which in my opinion, con- 
stituted a savings. This resulted in an increment of some $23 million 
for which we did not need funds at the moment. The other items in 
the program were not of high enough priority that they had to be 
fended at this time. 


USE OF HARDWARE SENT TO INDOCHINA 


Senator EtLenper. Did any of the savings come about because of 
the utilization of hardware that was originally sent to Indochina and 
not entirely used for that project ? 

Mr. McGuire. Senator, it would be rather difficult to answer that 
question specifically in detail. We have used that source for material. 
I think it might be worthwhile to review for you briefly how we go 
about these programs. They constantly are subject to review. 

Senator E:ienper. I am familiar with that. As you know, there 
were quite a few items found in Indochina, items that had been sent 
there in order to assist the French. When the French got out and the 
war was over, as I remember, in one place they found, I think, $100 
million of these that were not even inventoried. There were a lot of 
other implements of war. I am wondering the extent to which the 
savings to which you refer were effected by the finding of this cache 
of hardware. 

Mr. MoGuire. I can give you a breakdown of that matter in Indo- 
china. 

(Statement off the record.) 

Senator E..enpver. Where did that go to? 

Mr. McGuire. It was redistributed to Cambodia, Laos, Vietnam, 
Taiwan, Thailand, and other countries. 

Senator Ettenper. Vietnam, you said. 
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Mr. McGuire. Vietnam, Taiwan, Thailand, and other countries. 
In the disposition of this material, "the requirements of the country 
were met by shipping in this ms aterial. ‘Therefore the program in 
itself does not contain any duplication. In other words, if we had 
100 items to fulfill and we were able to fulfill 50 of these items out 
of excess material in Indochina, we would only have 50 items pro- 
gramed. 

Senator ExLenper. When you sent that hardware to these countries, 
did you give them credit for what you had previously intended to 
send them ¢ 

PROCEDURE FOLLOWED 


Mr. McGuire. If I understand your question correctly, 1 would say 
we did. This is the procedure followed. If we had decided to send 

: country 100 items of a certain type and we were able to obtain 50 of 
these items in a usable condition from this area, we would only have 
50 more in the program to fill. 

Senator ELttenper. What did you do with those savings? 

Mr. McGuire. Those savings were placed against other require- 
ments in the program. The program in itself has many more require- 
ments than we actually are fulfilling. 

Senator ELLenper. Would you say you increased the program by the 
amount of this hardware you sent them out of this cache that you just 
referred to? 

Mr. McGuire. That is one way to put it. 

Senator Ertenper. What was your authority for doing that? You 
come to Congress for a certain amount to do certain things. You find 
this material and you sent it out there. Why do you not take the value 


of it. off from what you intended to purchase or obtain by the cash 
we give you? 
Mr. McGuire. I think the proper answer to that, Senator, is this—— 
Senator Evtenver. I know what the proper answer should be. I 
would like to know what your answer is. 


WORLDWIDE REQUIREMENTS 


Mr. McGuire. I am trying to give it to you. We have requirements 
worldwide that are far in excess of actual programed items. These 
excesses are used to fulfill some of those requirements. 

Senator ELLeNperR. How much more have you found there other 
than this $98 million ? 

Mr. McGuire. We have $44 million that has been released by the 
French and is awaiting redistribution. 

Senator Extenper. In having that $44 million on hand, what effect 
did it have in your reducing your request of us today for hardware? 

Mr. McGurn. As far as these items are concerned they are taken 
into account against the overall program requirements, sir. The 
amounts that we have discussed are given consideration in developing 
the amounts needed in the program. 

Senator Exrenper. Is that all you found there, $142 million, that 
you had for redistribution in Vietnam, Laos, Cambodia, Formosa, and 
that whole area ? 

Mr. McGuire. No; there have been others. 

Senator Extenver. I would like to know the whole picture. How 
much more did you have? 
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Mr. McGuire. I do not have it with me at this time. 

Senator Ertenver. Will you supply it for the record ? 

Mr. McGutre. Certainly, sir. 

(The information referred to was submitted to the committee.) 

Senator Extenper. Again I would like to find out what did the 
Department do by refusing the request because of the finding of this 
hardware? 

Mr. McGuire. I have told you, sir, that in developing the pregram, 
we used all known excess material that we could apply against it. 
Obviously we would not ask authority to buy additional equipment at 
that point. 

Senator E.LLenper. But you asked for the money. You did not 
reduce your money requirements, did you, except you used that much 
more ? 

Mr. McGutre. Sir, we have requirements from the field right now 
to deliver $4.5 billion for the year 1956, of which we will deliver 
$2.2 billion. I must be candid with you. If we were to take all of 
these requirements, the sum would be far bigger than we think we 
could handle. There has to be some balance put into it. 

Senator E.tenper. The point I am trying to make is that you come 
to Congress for so much money to do such and such a thing. It 
strikes me that if you find something there that you did not anticipate 
finding you ought to take it off your request and not simply augment 
it by so much. 

Mr. McGuire. Senator, I am trying to prove to you that my inter- 
pretation of our responsibilities are the same as yours. We have 
indicated to you a saving here of $100 million and there is an additional 
$28.9 million in our request for funds that we are not asking to he 
carried forward. In my opinion, those two items are savings and 
should be reported to this committee. I believe this is the first time 
that has been done. 

Senator ELLenper. Is that in the $100 million? 

Mr. McGuire. No, sir. That is additional. It is $28.9 million ap- 
propriational authority that I do not believe should be carried for- 
ward. As I explained the other day, it covers the type of thing I 
would describe simply as consumables. If we have gone past the di: ay 
of spending it, we should turn it back to the Treasury. 

Senator Ertenver. What I had in mind principally were these 
items that T learned were found in Vietnam and left over. In my 
humble judgment—I may be wrong about that—if you distributed 
this amount on hand without giving due cre 

Mr. McGuire. We have given credit to it, sir. But on the other 
hand this is the mechandising business and we are still working on a 
problem. 

Senator Evrenper. But you did not return that to the Treasury. 
You just augmented your program to that extent. 

Mr. McGurire. To fill our needs. 

Senator ELLenper. Surely, IT know that. 

Chairman Haypen. You may proceed, sir. 





BOOKKEEPING IN TIE INDOCHINA CASE 


Senator Dirkson. May I ask one question, Mr. Chairman. T was 
wondering about the bookkeeping in the case of Indochina. TI think 
that was appropriated actually to the French account for Indochina. 
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Mr. McGuire. My recollection of that, Senator, is that we pro- 
gramed those funds for the French and it went. to Indochina. 

Senator Dirksen. You carried the account to the French? 

Mr. McGuire. We carried the account from a program point of 
view as the French Indochina program. But in handling the ex- 
cesses, we try to make the best use of them. If an excess is developed 
in country A and can be used in country B, it is to the best interest 
of the United States Government from the point of view of strength- 
ening the security position to transfer that item where it belongs. 

Senator DirKsEN. What modifications have you made in your book- 
keeping now in view of the Geneva agreement with respect to Viet- 
nam? France is out of that picture. You appropriate not to the 
account of France. 

Mr. McGuire. We carry that directly to the program of Vietnam. 
We have taken known excesses into account in the preparation of the 
Vietnam program. 

Senator Dirksen. I think the point that Senator Ellender is trying 
to make is simply this: You asked for X dollars for Vietnam and 
then excess material was found and turned over to the Vietnam 
account. 

Mr. McGuire. We turned it over to other recipients, too. 

Senator Dirksen. That is right. But in turning it over to an 
account you actually exceeded the amount carried in the appropria- 

tion for fiscal 1956? 

Mr. McGutre. We turn excesses over to the country—let us say 
Taiwan, for example—and therefore we did not have to request 
funds for that same equipment. We knew where that was coming 
from. If you will, it was coming from a lucky break of the bank 
if you want to express it that way. On the other hand, while it is 
nice to talk about the Vietnam one, there are several other breaks 
that worked in reverse that we have to make up. 

May I proceed, Mr. Chairman / 

Chairman Haypen. Certainly. 

Mr. McGutre. I wish to emphasize that this in no way reduces the 
requirement for aid to our allies. It does however reduce the funds 
needed in fiscal year 1957 to meet these requirements. 


ADVANCED WEAPONS PROGRAM 


The program for fiscal year 1957 is very largely a matter of provid- 
ing to certain allies assistance in the maintenance of agreed forces, 
through supplying spare parts, training, ammunition and end items 
to replace similar items lost by attrition. In addition, however, there 
is the advanced weapons program, to which I will first refer. 

We have already provided our allies large quantities of equipment 
and material of the types currently in use by our own United States 
forces. We have been furnishing such modern items as advanced fire- 
control radar for antiaircraft weapons and ships, self-propelled, 
highly maneuverable 155 millimeter howitzers, up-to-date systems of 
interconnecting telecommunications and modern tactical aircraft. 
This equipment would be essential to our own forces or those of our 
allies in any combat situation which might arise today. 

With the weapons and military material we have furnished, our 
allies have equipped large combat forces ready and able to resist ag- 
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gression should it oceur. Stationed alongside our own United States 
forces, the forces of our allies contribute to our own security and make 
unnecessary the stationing of much larger United States forces abroad 
at greatly increased expense. 

Concurrently, however, the United States has developed and is pro- 
curing for its own forces a whole range of advanced weapons, typi- 
fied by guided missiles and much improved early warning and commu- 
nications equipment. This equipment makes possible greatly ad- 

vanced concepts and methods of defense against aggression. 


DECEMBER MEETING OF NATO COUNCIL 


In December of last year at the NATO Council of Ministers, the 
Secretary of State, and the Secretary of Defense had important dis- 
cussions with our allies about the employment of those advanced 
weapons in the defense of free Europe. These conversations have 
been pursued in more detail at followup meetings of the North At- 
lantic Treaty Organization. 

In consequence, President Eisenhower included in the military as- 
sistance program for fiscal year 1957 about $530 million to make a 
start on helping our allies to become equipped with advanced weapons 
and equipment. In our judgment, this advanced weapons program 
is exceedingly important. Accordingly we have recently deferred 
until fiscal year 1957 the funding of certain requirements of the 1956 
program, and instead used about $104 million of fiscal year 1956 funds 
to order initial increments of certain advanced weapons. These origi- 
nally had been included in the President’s fiscal year 1957 program. 

Production of advanced weapons of this type is a lengthy process. 
It is essential that funds be available now in order that production 
may go forward if the weapons are to be available in fiscal year 1959. 

Taking into account the growing military potential of the Soviet 
bloc and their rapid scientific development in the field of weapons, 
it is plain that we and our allies must keep our defenses adequate to 
meet such new weapons and new methods of aggression as the Com- 
munists may develop. Our programs will be kept under constant 
review in an effort to take full advantage of every possible oppor- 
tunity for improvement of our defense methods for we must be pre- 
pared to fight any aggression of tomorrow with the weapons of tomor- 
row and not with those of yesterday. The advanced weapons program 
now proposed is an effort to achieve this result. 

We must remember that development of advanced weapon defenses 
and early warning systems in Europe and elsewhere very directly 
improve the defense of the continental United States itself. 


MUTUAL WEAPONS DEVELOPMENT PROGRAM 


In this connection I should mention the mutual weapons develop- 
ment program for which we are requesting $58 million. This program 
is designed to help our European allies increase their own capabilities 
to develop and provide advanced weapons for the common defense. 
Through this program too, we obtain the benefits of foreign inventive 
capacity, which without the program might not be adequately sup- 

ported or available to us. 
An outline of this proposed military assistance program by area 
is desirable at this point. 
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Senator Dirksen. Are you speaking now of the development pro- 
yram? 
Mr. McGuire. No, sir. I am speaking of the overall program. 


ENLISTING AID OF SCIENTISTS ABROAD 


Senator Dirksen. Last year the testimony was that we were enlist- 
ing the aid of scientists and others abread for this development. pro- 
gram. 

Mr. McGume. That is right. 

Senator Dirksen. Is this the same thing? 

Mr. McGuire. That is correct. 

Senator Dirksen. Has it been enlarged? 

Mr. McGuire. No; I do not think it has. It is going on at about 
a level keel. There are new projects and I think it involves a slightly 
larger amount of money. 

Statement off the record.) 


EUROPE 


Our request for Europe is approximately $1 billion. This sum will 
provide over $400 million worth of advanced weapons, spare parts 
and maintenance for conventional end items supplied in prior years, 
replacement of items lost by attrition, training, and packaging, han- 
dling and transportation of the material which will be delivered dur- 
ing fiscal year 1957. 

Other projects carried on a nonregional basis will, if the funds are 
appropriated, have their largest impact in Europe. 

The program presented, we believe, is well balanced between con- 
ventional and advanced weapons. We believe it to be extremely im- 
portant to continue to assist in the maintenance, on an austere basis, 
of the existing equipment which we have furnished to the forces of our 
NATO allies. 

These forces with modern, though conventional, equipment must 
(a) protect free Europe during the transition period before advanced 
weapons become more generally available and (6) provide the basis 
on which to build the defense of the future with advanced weapsons. 

There is no provision for raising or equipping additional European 
forces beyond those previously planned. Our program, except for 
the advanced weapons element, is essentially to maintain the quality of 
the defensive structure in Europe which we have worked so hard to 
achieve during the past 7 or 8 years. 

On June 30, 1956, there will remain about $3.2 billion worth of equip- 
ment and supplies for our European allies which has not been de- 
livered. Of this amount, about $1.2 billion is made up of multilateral 
programs such as infrastructure and end items for Germany which 
must be on hand for delivery when the German forces are ready to 
use them. The remaining $2 billion will provide a minimum flow of 
equipment and supplies during the period before medium and long- 
lead-time items financed from fiscal year 1957 appropriations can be 
produced. 

At an anticipated rate of delivery to Europe of about $1.3 billion 
a year, from this balance, it will be expended ~ the late fall of 1957. 
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PROPOSED LIMITATION ON EUROPEAN PROGRAM 


The nature of the program in Europe shows how unwise it would 
be to accept the House proposal of a limit of $402 million for Europe 
We propose a program for Europe of about $510 million for con- 
ventional weapons and about $430 million for advanced weapons, as 
well as various small special programs. If any such limit is imposed, 
it is obvious that one or the other of the major European programs 
must be abandoned, or both reduced to an extent which would prac- 
tically destroy es ach. 


CONTRIBUTIONS OF NATO NATIONS TO JOINT DEFENSE 


In considering the program for Europe, it is well to have in mind 
the large contributions which the NATO countries are making to 
onr joint defense. The following table provides, I believe, some 
interesting comparisons. While I will not go into it in detail, I 
invite your particular attention to the comparison between the per 
capita gross national product of these countries and that of the 
United States, both before and after per ‘apita defense expenditures 
have been deducted. The average United States citizen remains 
more than three times better off than the average European after the 
defense contributions of each of them have been deducted. 

We are requesting an appropriation of $75 million as the United 
States contribution toward completing infrastructure projects 
already agreed to in the NATO Council. This amount, plus the 
imexpended balance of fiscal year 1956 money earmarked for in- 
frastructure, will cover the United States share of the fiscal year 
1957 program. We did not ask this year for any new authorization 
for this program although new infrastructure projects will be 
needed in the future if facilities are to be kept abreast of changing 
defense needs and concepts. Negotiations on the first portions of 
a new infrastructure program will be undertaken within NATO later 
this year. 

NEAR EAST AND AFRICA 


Approximately $472 million is required for this area, which for the 
purpose of this presentation includes, among other countries, Greece, 
Turkey, Iran and Iraq, but excludes Pakistan which will be discussed 
in connection with Asia and the Pacific. 

Our past programs have already provided some basic equipment 
for improving the defense capabilities of the individual countries. 
Since the presentation of our fiscal year 1956 program, however, a 
mutual defense alliance—the Baghdad Pact—has been formed. Al- 
though we are not members of the pact, we have been supporting . 
and supplying its members with military equipment. The fiscal yea 
1957 program proposes continued progress toward the planned dete: 
ment levels for those countries. 

After the end of World War II the Communists tried to obtain 
control of the Mediterranean, but were thwarted by American aid 
to Greece and Turkey and later by the formation of the North Atlantic 
Treaty Organization. The later Communist attempts to extend their 
conquests and power in the Far East largely failed due to the refusal 
of Korea, Japan, Taiwan, and the Philippines, supported by the 
United States, to be intimidated. The Communists confronted with 
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strength to the West and with strength to the East seem now to have 
turned to the South and toward Africa. 

In order to meet the threat to this region the Department of Defense 
is governed by the following policies: 

Our policy with respect to Greece and Turkey is to assist these coun- 
tries in meeting requirements for organizing, equipping, training and 
maintaining the forces necessary (a) for the defense of their territory 
and ¢6). for participating in defense plans approved by. the North 
Atlantic Treaty Organization. The forces are designed to be within 
levels which can be maintained over a period of time. We also plan 
military assistance to these countries so that it contributes toward the 
development of forces useful under any new concept which may be de- 
veloped for the defense of the NATO area and the Baghdad Pact 
area. 

MAINTENANCE OF FORCE LEVELS 


Senator ELLenper. When you say here, that the forces are designed 
to be within levels which can be maintained over a period of time, 
maintained by whom ¢ 

Mr. McGuire. In these particular countries these forces are being 
maintained in part by us and in part by the countries themselves, de- 
pending on the economic capability of each of the countries. 

Senator Envenper. Is that determination made before you agree 
to give any aid at all, as to the capability of the country you hope to 
assist ¢ 

Mr. McGuire. Yes,sir. I might go back and tell you the method by 
which these are developed. If you are addressing your question as 
to whether the determination is made by one individual, it is not. 
These plans, as you know, are developed within the country by the 
country team which consists of military, political, and economic 
specialists. 

Senator ELLenper. Those are our people ? 

Mr. McGuire. Yes,sir. I call them operating vice presidents in the 
field. They know what the country can assimilate and the amount 
and type of equipment they can best utilize. 

Senator ExLenper. How about their capability of furnishing so 
much of it. Who determines that? 

Mr. McGuire. That is done by the country team. 

Senator ELLenper. Still our people? 

Mr. McGutre. Still our people working with the people of the re- 
cipient country. 

In other countries of the region our primary purpose is to help 
develop forces capable of maintaining internal security, thus insuring 
stability and permitting the countries within this region to concentrate 
on the orderly development of their economies. 

A secondary policy in this region is to provide some defensive capa- 
bility to make certain that the region cannot be occupied militarily 
except by a major act of outright aggression. Also, for some countries, 
we are looking toward the development of forces which could partici- 
pate in a regional multilateral defense plan. 


ASIA AND THE PACIFIC 


We plan a program of approximately $1.2 billion for this area. This 
includes the equipment and supplies necessary to maintain the effee- 
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tiveness of the forces in Korea, Japan, Thailand, the Philippines, 
Taiwan, and Pakistan. The military requirements created by the still 
unsettled situation in Indochina are also reflected. Here we are deal- 
ing with situations where there has been war within the past few years 
and where it could break out again without advance warning. 

Korea, Taiwan, and Vietnam are examples of free nations who still 
face hostile forces in the field and need our continued help to preserve 
their freedom. Free world defenses obviously cannot be lowered in 
those regions. Adequate military assistance and defense support must 
be supplied. Over half of our program is in this critical area. 

Senator ELtenper. Are you going to give us a breakdown of this 
$1.2 billion ? 

Mr. McGuire. Yes, sir, by country. 

Senator ELLENnper. Very well. 

Mr. McGuire. In the Far East, the United States Government al- 
ready has made a contribution of $6.5 5 billion of military aid, including 
over $4 billion of equipment which was furnished directly by the 
Department of Defense to Korea and Japan prior to this year, These 
total assets represent the bulk of the military hard goods and mon 
equipment for the 2 million free Asians under arms whose military 
efforts are very greatly helped by our military assistance program, 

The request for more than a billion dollars of military aid for 
Asia and the Pacific represents a substantial increase over funds made 
available for this area in 1956. Korea, Taiwan, and Japan will re- 
ceive more than two-thirds of this amount and the remainder will be 
used for military aid to the Philippines, free Vietnam, Laos, Cam- 
bodia, Thailand, and Pakistan. 


ENCOURAGING GROWTH OF SEATO 


A significant development in increasing the security of free Asia 
is the enocuraging growth of the Southeast Asia Treay Organization. 
SEATO, from a military point of view, is still in a formulative state, 
but offers hope of great usefulness. 

The future military capability of SEATO will, to a considerable 
degree, be dependent upon United States support through continued 
military assistance programs for those southeast Asia countries with 


whom we have bilateral mutual defense agreements. 
OBLIGATION TO CONTRIBUTE 


Senator Extenper. In this SEATO agreement that you are now 
referring to, is there any obligation on the part of the countries 
belonging to it to put up their share of whatever it costs to give 
military assurances ? 

Mr. McGuire. Certainly there is an obligation, Senator. I do not 
think you can say that you will put up “X” number of dollars and 
so forth. Bear in mind that in the formation of these forces which 
we would like to have for our own personal security purposes, we carry 
considerable weight on what the forces should be. Therefore, most 
of these arrangements are based on what the country can contribute. 

They are of no value to us as countries unless they can exist. They 
are of ‘mehakantial value to us as allies with a military force and in 
oy iding us the bases and the information that flows out of such an 
alliance, 
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If they are put in a position where they personally have to pay such 
a price tag that in effect, they are driven out of business, we lose them 
as a partner, which defeats our objective. 

Senator ELLENpDER. I presume, as you are aware, at the moment 
our country is the only one that is making avail: ible to all the coun- 
tries you mentioned assistance of any kind. I have reference to ma- 
terial assistance. 


CONTRIBUTIONS OF ENGLAND AND CANADA 


Mr. McGuire. I think you are right. I was hesitating because I 
know Canada and England have given considerable aid and I was 
trying to check in my mind the countries. 

Senator Erienper. I wish you would, and let us know what it is. 

Mr. McGuire. Canada has given, but most of that has been in 
Europe. England has also given. Most of that has been in the Mid- 
dle East. 

Senator ELLeENper. Yes, to protect her interests there. I know that. 
What I had in mind was southeast Asia, Laos, Cambodia, Vietnam, 
Thailand, Taiwan, Philippines, Japan, and Korea 

Mr. McGuire. I think you are correct. 

Senator ELtenper. There is not a soul giving any help except the 
good old United States of America. You had a program started, as I 
remember, through the U. N., but our people who represented us at 
the time did not think this program was going fast enough so they 
took it over. You remember that $ 

Mr. McGuire. No, sir. I was not here. 

Senator Eutenper. You can find out. We took the whole burden 
in there. That is what we are carrying now. 

You think that SEATO, when you say it is going to be organized 
as it should be, would be able to get something out of the countries 
forming SEATO in order to assist us in carrying this burden? 

Mr. McGuie. I think we — if they develop a capability to do it, 
to the best of their ability. I do not think you can put a price tag 
on this sort of thing and accomplish your purpose. If I were to tell 
you I wanted you to come into a partnership that I was very anxious 
to have you in, and you said you could only afford to pay so much, 

r that you were willing to put in the hard work and carry on in the 
noe dangerous position, I do not know that I would be too successful 
in demanding that you pay the full dollar amount that I might want 
you to pay. 

What I am trying to say, Senator, is this: I do not think it is the 
desire of anyone connected with this program that we take on the 
full burden. 

Senator ELLENpeER. But we are. 

Mr. McGuire. That may be it. 

Senator ELLeNpErR. That is what we are doing all over that area. 

Mr. McGurre. That may be the fact in order to accomplish these 
security objectives we desire. 

Senator Ettenper. That is the way our planners put it. I do not 
believe there is any effort made to get those people to put up anything. 

Mr. McGuire. I can only give you my own view. 

Senator ELvenper. That is on the Washington level. 

79607—56——15 
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Mr. McGuire. I think there is such an effort being made, Senator. 
Senator ELLENpDER. I would like to know who does it. 


GROSS NATIONAL PRODUCT OF ASIAN NATIONS 


Senator Dirksen. Do you have a comparable table showing the 
gross national product of the Asian nations? 

Mr. McGuire. No; but I think one can be developed for you. 

Senator Dimxsen. I think it would be interesting. 

(The information referred to follows :) 


Gross national product, total and per capita—Selected countries in Asia and the 
Middle East 


[Estimates for calendar year 1955] ! 


Total | Per eapita| Total |Percapita 








ane nisi tie “i — ih ta tabalil | india si oa si 
Asia: | Millions | | Middle East: Millions 
Burma. _. ae $1, 012 | $52 TE sc cnacapcgeachent ) =e $133 
eR Pe 1' 050 | 122 | SEAS, SE ereee: 2, 110 100 
algae ios am niianeds sakes 27, 400 | 72 |! TN ti ids diesen oe ‘i 960 195 
Indonesia ER 127 || aS 944 540 
Japan oo ee ee eee 21, 300 240 Bee ke cada i 135 96 
Korea Sa ae eae 1, 780 80 Eee | 380 269 
Pee... ikaw 4 4, 560 | 58 
Philippines.............-.] 4, 400 201 
Wahi cb docdeteade~ | 1, 840 | 91 


1 Estimates computed on the basis of 1954 prices. 

Note.—The conversion into dollars has been made on the basis of official foreign exchange rates, and the 
purchasing power of the dollar equivalent is appreciably higher in most Asian countries than that of the 
dollar in the United States. Precise comparisons of the level of GNP between Asian countries and the 
United States are not possible. Intra-Asian comparisons of the converted dollar figures are subject to 
similar limitations. Adjustments to make the figures truly comparable cannot now be made. 


Source: Office of Statistics and Reports, International Cooperation Administration, June 27, 1956. 


Mr. McGuire. Their gross national product is practically nothing 
compared with these. 

Senator ELtitenper. In making a table let us get away from the gross 
national product and let us take the deb‘s that are concerned, either let 
us take the number of people and things like that, or let us change that 
formula a little bit. In our gross national product you have about 

$36 million to $40 million of money that is spent by the armed services 
on salaries, on hardware, that is a loss to our Government unless it is 
used in defense. In other words, it is not a product. It does not 
mean wealth at all. Weought to veer away from this formula that all 
of you so proudly set forth. 

It strikes me that we ought to work on a different formula and get 
these people to put up their just share and not let us carry the whole 
load. That is what we are doing now. I have been in that area twice 
in the last 3 years, and I have yet to find anybody there who puts up 
anything except us. I mean foreign people. Of course, the local peo- 
ple put up something, like in Korea. But when you go down into it, 
vou find that it is something that we provide by way of counterpart 
funds. It is something that we give them and they convert that into 
their money. 

When you boil it all down, we end up by putting practically all of 
it up. The same thing goes in Formosa and Taiwan. 
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Chairman Haypen. What would you do, Senator, just pull out? 

Senator Exxenper. I would not pull out, but I would make our 
allies put up something. 

Chairman Haypren. Then we do not need their manpower. 

Senator Exienper. Mr. Chairman, what is the use to go back into 
manpower in Western Europe. You have plenty there that you can 
depend on, if we had spent all that money at home, we may have more 
manpower. That is not the point. It strikes me that what we ought to 
do is to make those people pay and put up and help and not make us 

carry that whole burden. That is what 1s happening now. 

Mr. McGutre. Senator, I sincerely believe we are doing what you 
are promoting. You cannot always get in a partnership all the things 
you would like, particularly where you set the guide rules. 

Senator Extenper.. I have been trying to do that for the last 3 
years and no progress has been made. We are dishing it out and they 
will keep on taking as much as you will give them. Do not forget that. 


ARMED FORCES OF REPUBLIC OF KOREA 


Mr. McGutre. I shall now refer briefly to the countries in this area 
where we have our largest programs. 

The Armed Forces of the Republic of Korea today are maintain- 
ing a front against the Communists near the 38th parallel, ready to 
defend their country against renewed Communist aggression. By 
developing substantial milit: ary potential in Korea we ‘have enabled 
them to assume the major part of the responsibility of defending 
their own country—a responsibility in which they take great pride. 
Their efforts have permitted a reduction of other United Nations 
forces in that country. The Republic of Korea Army is the largest 
non-Communist army in Asia. Any weakening of our support 
would have serious repercussions throughout the far eastern area. 

The effectiveness of the ROK forces depends upon adequate main- 
tenance of the military weapons and equipment previously furnished 
by the United States. Consequently, substantially larger funds are 
being requested to provide the necessary spare parts and components 
to maintain the equipment now in their hands. Much of this equip- 
ment has been used in combat and all of it has seen hard usage in 
the rugged terrain of Korea. 

Vehicles used in World War IT, rebuilt and used in the Korean 
War, have been rebuilt again and again and are still the only motor 
transportation for these forces. The limited resources of the country 
make it impossible for the Koreans to assume the whole financial 
burden of their military requirements. Our choice in Korea is simple. 
To have the forces necessary to preserve the independence of the Re- 
public of Korea, we must assume a large part of that burden. 


JAPANESE DEFENSE FORCE 


The United States had assisted Japan by lending them certain mili- 
tary equipment, and its economy was substanti: ally assisted by direct 
United States military expenditures in support of the occupation and 
the Korean war. The Japanese Defense Force is expanding and de- 
veloping into an organization that will eventually be able to defend 
Japan, 
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The Japanese plan for military defense provides for modest annual 
increases in the strength of all three services. United States military 
assistance funds are being requested to provide the Japanese defense 
forces with certain essential equipment and training. 


CHINESE NATIONALIST FORCES 


Among the anti-Communist nations in the Far East, the National- 
ist Government of the Republic of China has defense forces second in 
size only to the Korean forces. In order to cope with a potential 
Chinese Communist invasion of Taiwan, it is essential to strengthen 
and maintain the combat effectiveness of those forces. Substantial 
progress has been made both in equipping them with modern we: upons 
and in training them jn their use. 

Special attention will be given in fiscal year 1957 to an extension 
of air defense capability, especially through the provision of addi- 
tional jet aircraft. The training of Army reserve forces will also be 
emphasized. As in previous years the provision of conswnables must 
be continued; nearly one- third of the entire military assistance re- 
quirement for Taiwan in 1957 will be for clothing materials, rations, 
petroleum products, construction supplies, and other similar require- 
ments of their armed forces. 


VIETNAM FORCES 


There has been a substantial increase during the past year in the 
organization, level of skill, and general strength of the free Viet- 
namese forces. These forces are becoming quite effective in cooperat- 
ing with the police, and in destroying subversive forces who oppose 
the free and inde pendent democratic Government of Vietnam. There 
is substantial hope of improving the internal security of this area of 
southeast Asia. 

Only limited amounts of military assistance principally for con- 
struction, replacement and spare pi rts are needed to support the free 
Vietnamese forces, since equipment already furnished is currently 
sufficient to meet most material requirements. 


PAKISTAN 


Pakistan, which is the link between the SEATO nations to the east 
and the Baghdad Pact countries to the west, has a major role to play 
in the defense of the free world. The Pakistani soldier is one of the 
world’s best fighting men. The modern equipment he needs to take 
full advantage of his capabilities is being supplied in large part 
through our ‘milit: ary assistance program. 

In May of 1954 Pakistan and the United States signed a military 
assistance agreement, and by the late fall of that year a comprehen- 
sive and feasible program for the rehabilitation of the Pakistani mili- 
tary forces had been worked out. The program proposed for fiscal 
year 1957, when accomplished, will represent a major step in achieving 
our mutual goal. 


IMPACT ON ECONOMIC PROBLEMS 
Chairman Haypen. Let we ask with respect to Pakistan, there was a 


remark made that perhaps we were creating a military force there that 
their civilian economy could not maintain. Is that a just criticism ? 
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Mr. McGuire. We are actually not creating a military force in 
Pakistan. It is already there. ; 

So, to say that we are imposing an army on Pakistan is not quite 
the picture. ———. To the degree that they have the added costs 
of a modern army, I believe you are quite right in saying that it is 
going to have some impact on their economic proble ms, 


LATIN AMERICA 


A program of approximately $36 million is planned for Latin 
America, 

The forces established for the defense of the Western Hemisphere 
are based on military agreements between the United States and 
individual Latin American countries. These forces are relatively 
small when compared to forces in other areas of the world. The com- 
position of forces in each Latin American country is based on military 
guidance of the Joint Chiefs of Staff, who take into consideration our 
commitments worldwide. The program for fiscal year 1957 will sup- 
ply MDAP-supported forces with spare parts and maintenance equip- 
ment to keep such forces in operation. 

Although our military assistance programs in Latin America are 
relatively small, we should continue to provide these items to sister 
republics to the south in the interest of our hemispheric defense. 


UNEXPENDED BALANCES 


Having described in some detail the proposed program for fiscal 
year 1957, I should like to speak for a moment on the subject of the 
unexpended balances of prior-year appropriations. 

We estimate that on June 30 of this year, the end of fiscal year 
1956, about $5 billion of funds from the appropriations of other years 
will not have been expended. Of this amount, however, over 96 per- 
cent will have been obligated or reserved against established and ap- 
proved requirements. ‘The most recent estimate of the Department 
of Defense is that less than $200 million of appropriations for mili- 
tary assistance will not have been obligated or reserved by the end of 
the fiseal year. 

Senator ELLENpDER. Will you, for the record, explain what you mean 
by reserve? What is the difference between that and unobligated 
funds ¢ 

Mr. McGuire. I have Mr. Shaw our Comptroller here, Senator. I 
ean explan it, but I would rather have him explain it to you. 


STATEMENT OF MARKLEY SHAW, COMPTROLLER, DEPARTMENT 
OF DEFENSE (ISA) 


RESERVED FUNDS 


Mr. Suaw. Mr. Chairman, the reservation is a promise to pay. It 
is authorized by section 108 of Public Law 208, which authorizes the 
Secretary of Defense to order common items from the military depart- 
ments and promises to reimburse the military appropriation which 
has been employed for the procurement. Reimbursement occurs at 
the time delivery of the item is made to the MDAP program. 
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Senator ELLenper. When you say reserve, does that mean that every 
dollar in that reserve fund is obligated ? 

Mr. Suaw. It depends entirely upon your understanding of the 
importance of the promise to pay the service appropriation at the time 
it makes deliveries. The money is tied up, Senator Ellender. It is 
vliability. It may not be withdrawn unless the Secretary of Defense 
determines that it should be. 

Senator ELLENpEeR. You mean it is there just in case you need it? Is 
not that a good way of putting it? 

Mr. McGuire. I would not agree to that, Senator. 

Mr. Suaw. No; not at all. It is not available for other purposes. 
It is assigned against approved MDAP programs. The money is 
there and is used to reimburse the service appropriation at the time 
the material is delivered. 

Senator ELLenper. For items previously ordered ? 

Mr. Suaw. Items previously ordered and included in approved 
programs. 

Mr. McGuire. I would like to amplify that a bit, Senator. A reser- 
vation in effect is an escrow account in which you give certain orders 
to an agent, the agent in this case being the service, to go out and do 
certain procuring for you. Congress saw fit, and I thought properly, 
to create the reservation so that the service had the author ity to go out 
and contract. 

The purpose of the reservation is that you cannot use that money. 
It is earmarked to cover the payment for spec ifie orders when the bills 
come due. It is not something that is put into a fund promiscuously. 
You just do not put all dollars in reservation. You order material 
and as a result of ordering your agent to produce, you reserve the 
amount of money necessary to cover this commitment so that when 
he delivers he can be paid. 

Otherwise, as I see it, the Congress would have no means of know- 
ing what the outstanding obligations were in this matter. 

Senator ELtenper. When you say “orders,” do you mean orders for 

naterial to be manufactured or orders taken out of the stock to be 
delive red in the future? 


EXAMPLE OF ITEM ORDERS 


Mr. McGuire. It falls into two categories, Senator. Let us trace 
a couple of items through. Let us take an item that is in stock which 
is to be delivered to us. Let us take an F-84 aircraft. F-S4 aircraft 
today will come in these programs both from service stocks and from 
production lines. 

The aircraft plant producing these planes has been shut down on 
strike, which will affect a substantial number of aircraft which were 
to be delivered directly to us. That is certainly an order direct to a 
contractor. 

The other side of that plane is where we have our own forces flying 
an F-86 aircraft and they want to modernize and get a more modern 
type—let us say an F-104. They must have the F-86 until they get 
the ¥¥-104 to maintain the wing structure.’ We put this money in 
reservation. We would not let them have the money until they deliver 
the F-86 to us. 

Senator ELtenper. What is it, second-hand or new? 
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Mr. McGuire. I would like to cover that point with you, also. 

Senator ELLenper. That is what you were talking a out. 

Mr. McGuire. May I just amplify it, please. I know you want all 
the details on this. The plane that the Air Force now has and is using 
is replaced by the F-104 type when it comes into their inventory. 
They then rehabilitate the old planes and turn them over to MDAP. 
Such modernization is at the expense of the Air Force 

So, you could well say if you did not understand the reservation 
procedure that the funds for the F-86 are being used for some other 
plane. They are, but the point is that they haive to move the F-104 into 
their inventory before they can release the other. 


PRICING POLICY 


Senator E.ienper. At what price is this plane tagged? That is, 
the F-86 when you want to modernize it? 

Mr. McGuzsre. I am glad you brought that up. 

Senator E.tenper. Is it at a cost we paid plus repairs, or exactly 
what is it? 

Mr. McGuire. In the past, the prices for MDAP material furnished 
by the services have been established by the Congress. I think the 
theory under which Congress established the initial pricing policy 
has gone past us. We do not have the modernization problem any 
longer. We are now getting items of equipment that are more com- 
pt arable to what our services are presently using. 

In the existing statute, there is a proviso that the services are paid 
the replacement cost. So, we could re: illy be paying more for the F-84 
conceivably. 

Senator Er.enper. Have they in the past? 


NEW PRICING FORMULA 


Mr. McGutre. I believe so. I think it was one of the intentions of 
Congress to do it that way because one of the purposes was to modern- 
ize our own forces. There is in our legislation this year a new pricing 
formula which I think will be very fair to this program. 

Senator Excenper. Is that in the authorizing legislation ? 

Mr. McGutre. It is in the authorizing legislation. The net result 
of this new pricing formula is this: Items the services buy back and 
forth from one another, MDAP will be charged the same price. In 
other words, we are all in the same family and for an item the Navy 
buys from the Army that is the price MDAP will pay. I think the 
respective services are pretty good watchdogs in determining that they 
do not pay too much to one another. Where there is an item that is not 
comparable or not usually bought back and forth under cross service 
arrangements. For example, let us take an F—84 or F-86 plane. To 
determine an equitable price we will sit down with the Air Force and 
establish a price for that plane based on value and condition. It is 
in effect somewhat similar to depreciation. In other words, if the 
plane is 4 or 5 years old and is still a pretty modern plane and is in 
first-class condition we will pay something less than replacement or 
acquisition cost. 

If, on the other hand, it might be in some country where for very 
good reasons we did not want to give them the most modern plane we 
had in our Air Force, it would then be substantially less. 
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One thing that has been retained in this legislation is our ability 
to get so-called excess stocks from MDAP at a very nominal cost. 
That advantage will continue if this legislation is passed. 

The net result to the United States Government I do not think will 
create any savings in dollars. It will, however, put the modernization 
cost, if any is there, into the proper military department budget 
where it belongs. This program will pay for the material it gets at 
a fair price. If there is a modernization factor involving the differ- 
ence in the cost of an F—104 versus an F-86, that additional cost would 
be absorbed by the Department of the Air Force budget. The same 
practice will be established for Army and Navy items. 

Senator Exitenper. The end result. of it all, then, would be that 
with the appropriated dollars for foreign aid to supply military goods, 
you would be able to acquire more military goods than you have in the 
past. Am I right in that? 

In other words, the change of the formula means that if you do not 
have to pay replacement costs and you have to pay a fair value, you 
sell it cheaper and thereby buy more with the appropriated dollars. 

Mr. McGuire. I think I understand what you are getting at. We 
are attempting to establish a more equitable pricing policy. I think 
administratively to get it working will take some time. We do not 
have projected the amount of savings, if any. 

Bear this in mind, however, I think this will come primarily out 
of our forward—I know it has to come out of our forward—deliveries. 
I do not know whether or not it would be the intention of Congress— 
[I would be hopeful it would not—to make it retroactive. In other 
words, if we told the Navy to go out and buy a plane and they bought 
i more expensive plane, I do not think that we now can ask them 
to give the replacing plane at a lower price. 

Under the present law the Navy acted in good faith. I think we 
will have to establish a cutoff point to make it work. I do not think 
there is any intention to cut down the budgets by this operation. 

Senator Munpr. To bring you back to the point where you started— 
you got into the field of mechanics and away from the field of 
finances—you were going to give us an example of a reserve fund 
and an obligated fund. You never did tab which is which. 

Mr. McGutrr. I was referring particularly in the two descriptions 
I used, Senator Mundt, to reservation items. 

Senator Munpr. Those are both reservation items? 

Mr. McGuire. That is correct. I was attempting to answer Senator 
Ellender’s question as to whether or not there was a valid reason for 
having this reservation. 

Senator Munpr. What stage does the reservation item become an 
obligated item ? 

Mr. McGutire. Actually, what happens is that when the Air Force 
or any of the other services turn over material to us and furnish a 
hill of lading showing proof that the material has been delivered to 
MDAP in good conditions, then the supplying service is paid out of 
MDAP funds previously placed in reservation. In effect, what they 
do is to take that money and they replace it in their respective budgets. 
In fact while they have the escrow account back here, the basic finane- 
ing and paying of the F-104 manufacturer was accomplished some 3 
months before MDAP was charged for the F-86 because it takes the 
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Air Force about that long to rehabilitate and deliver the F-86 air- 
craft. 


DIFFERENCE BETWEEN OBLIGATION AND RESERVATION ACCOUNTS 


It may take a little longer frankly. I do have, Mr. Chairman, a 
complete description of the reservation oJ obligation system which 
has been confusing to some people. Senator Green asked us to dev elop 
it and if you will Fallow me in the interest of saving time to put it in 
the record without reading it, it might be helpful. It describes 
in detail how the obligation and the reservation accounts work and 
the difference between the two. 

Senator ELtenper. You mean under this change that you have re- 
ferred to? 

Mr. McGuire. No. That has nothing to do with the change I have 
heen outlining. What I have been discussing with you, if I under- 
stand you correctly, i is the pricing formula we ‘would use. 

Senator Tuyr. Mr. Chairman, if Mr. McGuire does not mind, you 
were asked the same question practically in the Foreign Relations 
Committee. In order to answer that you prepared a breakdown and 
a complete explanation so that the Foreign Relations Committee has 
it at the request of Senator Green. 

Mr. McGutre. Yes, sir; that is right. 

Senator Ture. That is what you do not want to take the time to 
read but it would be most helpful to us to understand it if it was in- 
serted in the record. 

Chairman Haypen. That may be done. 

(The information referred to follows :) 


MILITARY ASSISTANCE FUNDS—“OBLIGATIONS” AND “RESERVATIONS” 


“Reservations.”—In order to permit the consolidation of procurement of items 
for the military assistance program with procurement of items for the serv- 
ices, Congress, in 1954 enacted section 110 of Public Law 778. Section 110 was 
in substance reenacted by section 108 of the Mutual Security Appropriation Act, 
1956, which reads in part as follows: 

“Sec. 108. * * * Within the limits of amounts available from funds so allo- 
cated, the Department of Defense is authorized to incur, in applicable appropria- 
tions, obligations in anticipation of reimbursement from such allocations, and 
no funds so allocated and available shall be withdrawn by administrative action 
until the Secretary of Defense shall certify that they are not required for 
liquidation of obligations so incurred. Unobligated amounts of such alloca- 
tions equal to the value of orders placed with the military departments against 
such allocations shall be reserved and shall remain available until June 30, 
1958, for making such reimbursements (except in case of funds obligated directly 
against such allocations) only upon the basis of materials delivered and sery- 
ices rendered * * *.” 

Under section 108, the Secretary of Defense is authorized to order items 
from the Army, Navy, and Air Force while at the same time notifying the 
service in question that the Department has set in “reservation” an amount 
equal to the total value of the order given. Under this authority, the services 
obligate their own appropriations for the procurement of the items for the 
military assistance program (frequently in connection with similar items 
ordered for their own use), or for the procurement of items for their own use 
to replace those in stock which will be made available to the military assistance 
program. They are reimbursed from the military assistance reservation ac- 
count after delivery is made. 

Under this procedure, “reserved” funds cannot be withdrawn by administra- 
tive action until the Secretary of Defense certifies that they are not required to 
liquidate obligations incurred by the service pursuant to the procurement orders 
which were issued. 
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A “reservation” under section 108 is not technically an “obligation” as that 
term is defined in section 1311 of the Supplemental Appropriation Act, 1955. It 
has, however, the substantial effec t of an “obligation” in that pursuant to statu- 
tory direction, funds held in “reservation” cease to be available for other pur- 
poses. As a matter of fact when similar orders are placed between military 
departments, such orders are recorded as obligations under the requirements 
established by section 1311 of the Supplemental Appropriation Act, 1955. For 
all‘ practical purposes, therefore, a reservation and an obligation are identical 
except for nomenclature. 

In the event of a change of program, military assistance appropriations must 
bear their share of contract termination expenses and other charges to which 
the services may become subject by reason of the change, substantially in the 
Same manner as if the contract had been placed directly with military assist- 
ance funds. 

As a practical matter, a substantial deterrent to changes in the program after 
a reservation of funds is the fact that our allies are notified of the items sched- 
uled and ordered for delivery to them and base their own planning on the ex- 
pectation that the United States will honor its assurances to them. 

“Obligations.”—The term “obligations” is used to represent commitment of 
funds in a strict technical compliance with section 1311 of the Supplemental 
Appropriation Act, 1955. In effecting such an obligation of military assistance 
appropriations, such funds are allocated by the Department of Defense to a 
nilitary department for expenditure by it, in effect as agent of the Department 
of Defense. That department then actually places contracts calling for the 
expenditure of the funds so allocated to it. The technical obligation of the funds 
occurs when the military assistance funds are cited on the contract. 


ANALYSIS OF UNOBLIGATED FUNDS 


Chairman Haypen. You may proceed. 

Mr. McGuire. The Department of Defense has analyzed the pur- 
poses for which these unobligated funds are programed, and now finds 
that about $28.9 million is earmarked for items of a noncumulative 
nature and reappropriation is therefore not requested. 

In the early days of the military assistance program, fiscal year 1951 
and fiscal year 1952, annual appropriations were over $5 billion a year. 
In 1953 they were about $4 billion; in 1954 about $3.2 billion and 
about $1 billion for each of fiscal years 1955 and 1956. Since military 
assistance expenditures necessarily lag behind appropriations (which 
condition was aggravated by diversions of equipment to the Korean 
front), by June 30, 1954, there was an unexpended balance of $7.7 
billion. 

However, in each of fiscal years 1955 and 1956, expenditures have 
exceeded appropriations. As a result, unexpended balances will have 
declined by about $2.7 billion in the past 2 years, leaving the $5 billion 
mentioned above. 

These funds, previously appropriated by the Congress, are definitely 
committed to particular programs. In most cases our allies have based 
their own defense and budgetary plans on the assumption that the 
material and services in these programs will be received from the 
United States. 

Thus these items will not be available to any substantial degree for 

redistribution to meet the requirements if the Congress fails to appro- 
priate the required amounts of new funds. 

The $5 billion unexpended balance should be considered in three 
categories as follows: 


GERMAN PROGRAM 


A substantial sum is reserved to finance materiel already ordered for 
the German program, for which the military departments have not 
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been paid but for which they must be reimbursed as soon as delivery 
is authorized and effected. 

Senator ELuenper. Is that out of the $5 billion ? 

Mr. McGuire. Yes, sir. It was originally believed that the German 
rearmament would move forward more rapidly than it has. It is im- 
possible to estimate firmly when delivery will be accomplished, but 
probably this materiel for Germany will be needed in fiscal years 
1958 and 1959. We must remain in a position to deliver this materiel 
just as soon as the Germans are capable of utilizing it. It would not 
he in the best interest of the United States to divert this equipment to 
meet the requirements of other nations, now proposing to be met from 

requested fiscal year 1957 appropriations, since our security will be 
enhanced by having well-equipped German troops at the disposal of 
NATO at the earliest possible moment. 


COUNTERPART FUNDS 


Senator DworsHak. To what extent are counterpart funds involved 
in this German rearmament program / 

Mr. McGuire. As I told you, I do not believe counterpart funds 
are involved at the moment at all, Senator. I did tell you that we are 
striving to come to an understanding with the Germans with respect to 
the future. ———. 

Senator Ture. How much will the Germans put into this biliary 
program to finance the building up of this military strength? I am 
sorry I have not been present at all the hearings. It has been utterly 
impossible because of conference committees that we have served on. 

Mr. McGuire. I understand. Would you mind if I have them look 
up the figure ? 

Senator Turr. Yes. I do not want to detain your testimony but it 
would be helpful if I could have it. It has no doubt been given and 
it is in the record. 

Mr. McGuire. That is fine. 

I would say this to you. If we can work out an arrangement with 
the Germans, ————. I think they will probably contribute very 
substantially. I am very hopeful to see them do that. 

Senator Ture. Is it in your program to build them an Army with 
American supplies and equipment, or is it contemplated that the Ger- 
mans are going to assume a great part of that as their obligation ? 

Mr. McGuire. It is rather difficult, as you know, to give the figures 
on Germany because in the past they have had no Army assuch. We 
have been the Army. 

Senator Tuyr. That is correct. You are building it from the 
ground. 

Mr. McGutre. There is a projected forward basis now. 

In Germany we are going to take on the support of certain divisions, 
Air Force units and some naval vessels. -———. I can run them 
down for you by type if you care to have them. 

We have a basis of understanding with the Germans of giving them 
certain military aid. As I told you the other day, it is my opinion 
that we would not have to go beyond that figure. 

(Discussion off the recor rd.) 
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Mr. McGuire. Answering this in broad terms, your question, I 
think the Germans are going to pay a very substantial and major 
portion of their buildup costs. 

Senator Tirye. In other words, that is the general planning. What 
you are doing here is to advance the supplies and you have to have 
the funds in order to secure the contract or the equipment that you 
have under contract and then as you transfer it to the Germans it 
becomes a part of the German military strength, which goes into 
the NATO organization. 

(Statement off the record.) 

Mr. McGuire. Yes. To be sure that we are clear on what I have 
said, Senator, you are correct with this qualification. 

(Statement off the record.) 


NASH Basis 


Senator KNowLanp. What was the NASH basis? Did it involve a 
number of divisions ¢ 

Mr. McGuire. That is right. 

Senator KNow.anp. In other words, it would be a grant basis. 

Mr. McGuire. That is correct, Senator. 

Senator ELLenper. How many more would they have to put up? 

(Statement off the record.) 

Mr. McGuire. Senator, I do not think there is any question in their 
minds as to their responsibilities. I am talking about the leaders of 
the country who are calling the tricks on this thing. They have had 
some difficulty as General Gruenther explained in selling it to their 
people. 

Senator ELLeENDER. We heard the same thing from England and 
France 3 years ago. They find today they ca annot. That is why we 
ae in and we are now picking up the check for 40 percent of 
the NATO obligations for countries in Western Europe. 

Mr. McGutre. I cannot guarantee the future, Senator. 

Senator Extenper. I know that. 

Mr. McGuire, I can tell you this one looks awful good to me. 

Senator Extenper. I really believe that the Germans will live up 
to what they tell you they will. Ihave a lot of faith in them. 

Mr. McGutre. I have before me here your program—I think we 
brought this out before—on military assistance. We have already 
delivered to the stockpile — worth and we have an unexpended 
balance of ———. Do you envision with what has been delivered and 
what you have to deliver will be sufficient to take care of the 
divisions that you speak of ¢ 

Mr. McGuire. Yes, Senator, I do. I would like to analyze that 
figure for you. 

(Diseussion off the record.) 

Senator ELLenper. Mr. McGuire, you say with ——— already fur- 
nished and —_—— that you have unexpended and then you are asking 
for ——— that with that sum you will be able to take care of the Ger- 
man situation insofar as our commitments are concerned ? 

Mr. McGutre. I believe so, sir. I would like to exptain 1 or 2 
points within those figures to make them a little clearer to you. 

Senator ELLENDER. “Very well. 
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Mr. McGuire. The ——— which is the February 29 figure, actually 
has not been delivered to the Germans. It is in our stockpile. Very 
little if any, has been delivered. You recognize that their military 
operation is just beginning. 

Senator ELLENDER. You mean the ———— has not been delivered / 

Mr. McGutre. It has not been transferred to the Germans. It has 
been delivered into segregated stockpiles under United States control. 
There is a very good reason for that, Senator. The purpose of doing 
it this way, first of all, was the fact that they did not have the military 
personnel 1 in being to receive the equipment. But now that they are 
underway on their personnel and everyone believes that they are, we 
want to transfer the material to them on the basis that they can use 
it and not promise uously dump it in the meadow someplace. 

Senator ELLenper. You have this ——— set aside and you hope to 
deliver this special equipment that you have set aside to them ? 

Mr. McGuire. That is right. 

Senator Eutenver. That falls in a little different category than the 
unexpended balance which may be orders that have been given and 
the goods not manufactured. 

Mr. McGuire. No, the goods are in the process of being manu- 
factured. They are long lead time items. They are primarily air- 
craft. I previously mentioned the planes that were held up on the 
production line by a strike which prevented the aircraft from now 
being in the stockpile. 

Senator ELLENDER. So, to repeat, then, the amounts that we have 
just given as to delivery and unexpended balance and what you pro- 
pose this year will about clean it up. 

Mr. McGuire. | think it will do that job. 

Senator ExLenper. I saw something in the press the other day 
whereby the Germans are buying airplanes from France or England. 


GERMAN PURCHASES OF ITALIAN AIRCRAFT 


Mr. McGuire. I think the Germans are negotiating or endeavoring 
to buy some aircraft from the Fiat Co. in Italy. That is the F-86k. 
The Fiat Co. is manufacturing that plane on an assembly basis only. 
They cannot manufacture it. 

Senator ELLENpDER. Are those to be planes to be purchased by the 
Germans with their own money ? 

Mr. McGuire. With their own money and it is factual evidence of 
what you want to see happening. 

Senator ELLENDER. I sure want it. 

Mr. McGurre. Psychologically, I think it has great importance in 
this area. I have the highest regard for the Germans as you do, and 
if they set this example, I think we will be in a better position to insist 
more firmly that other people do it. 

Senator Ettenper. While we are on Germany, if you do not rind, 
Mr. Chairman, I would like to ask a question and maybe Mr. Hollister 
can answer if Mr. McGuire cannot. 

It relates to nonmilitary assistance. We have made available to the 
Germans $1,515,684,000. Have all the counterpart funds generated 
from that amount been used, or do they have any left over, Mr. Hol- 
lister ? 
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INTERNATIONAL CoOPERATION ADMINISTRATION 


STATEMENTS OF HON. JOHN B. HOLLISTER, DIRECTOR, AND HON. 
JOHN MURPHY, CONTROLLER 


AVAILABLE COUNTERPART FUNDS IN GERMANY 


Mr. Houutster. Mr. Murphy, can you answer that ? 

Senator Exienper. The reason I am asking that is, will they use any 
counterpart funds that we helped them to generate in the past for 
buying stuff from us? The same thing goes for GARIOA. I know the 
amount furnished to Germany was much more than the sum here 
named, ———-. 

Mr. Murpuy. I have the financial statement sir, but it does not 
indicate the purposes for which it was used. I would have to get that. 
The cumulative deposits that they have made have been 8,260 million 
deutschemarks. 

Mr. Hotiister. Do you know how much counterpart is available in 
Germany today that has not been programed ? 

Mr. Mureny. All actual and prospective counterpart deposits in the 
ECA and GARIOA accounts have been programed for uses in West 
Germany and West Berlin. Cash balances available in the accounts 
for these agreed programs amount to about 120 million deutschemarks 
or about $30 million. 

Senator Exienper. Is that programed to be used to assist Berliners 
or others in West Germany ? 

Mr. Murpuy. I cannot answer that. I would have to look that up. 

Senator ELienper. The purpose of my question is to find out the 
extent to which any of these counterpart funds generated from gifts 
plus what may result from GARIOA may be used by the Germans to 
acquire some of these materials abroad that you say would be paid 
exclusively by them. 

Mr. Ho tuisrer. We will get you what the programing is and what 
is available. 

Senator E.tenper. Thank you. 

(The following was submitted later :) 


The West German Government has no plans for reprograming counterpart 
funds to finance the purchase of foreign exchange from the German Central 
Bank to buy military equipment abroad. DM100 million of counterpart has 
been programed by the German Government and approved by the United States 
for a defense industry loan fund. The purpose of this modest fund is to make 
loans in those areas in the defense industries where bottlenecks might occur. 

Mr. McGutre. May I continue, Mr. Chairman. 

Chairman Hayven. Certainly. 


MULTILATERAL PROGRAMS 


Mr. McGutre. A further large sum is included in the unexpended 
balances to finance multilateral programs including those for infra- 
structure, international military headquarters, mutual weapons de- 
velopment and facilities assistance. These programs are undertaken 
jointly by the United States and the governments of several allied 
nations on a basis calling for multination agreement and performance 
before expenditures are made. We cannot disrupt these programs by 
deobligating and reprograming the money for other purposes, thus 
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destroying multilateral international budgets dependent in part upon 
contribution from the United States. 


ALL OTHER PROGRAMS 


After deducting the German program and the multilateral pro- 
grams, there will remain unexpended balances of $3.8 billion—to 
finance all other programs, the vast bulk of which are for materiel, 
supplies, and training for nations participating in the program. Of 
the $3.8 billion for these other programs, over $2 billion will be for 
Air Force orders. 

The Navy unexpended balance will be around $500 million. This is 
largely for long lead-time vessels and spare parts. 

The Army unexpended balance will be somewhat over a billion 
dollars. Some will be long lead-time items, but a substantial quantity 
of this materiel will be delivered in fiscal year 1957 before fiscal year 
1957 funds can be put to use. 

As a result of measures taken by the Department of Defense in 
the last few months to step up deliveries of equipment and to increase 
the tempo of other elements of the military assistance programs, we 
now estimate that expenditures during fiscal year 1957 will be a mini- 
mum of $2.75 billion, with a target of about $2.9 billion. 

To the extent this expe nditure ¢ exceeds $2.5 billion, it involves prin- 
cipally reimbursement of prior service expenditures and hence in- 
volves no increase in external Treasury payments. Of this expendi- 
ture, about $200 million will be applied against the multilateral pro- 
grams and about $400 million will probably be expenditures of fiscal 
year 1957 appropriations, leaving about $2.3 billion of estimated 1957 
expenditure from the $3.8 billion of unexpended fiscal years 1950-56 
appropriations mentioned above. 


COORDINATION OF 1957 PROGRAMS 


After the Congress appropriates money for fiscal year 1957, the 
1957 programs to be met from this appropriation must be adjusted 
to changed world conditions, and to conform to the amount appro- 
priated. Coordination of the revised programs with the State De- 
partment and International Cooperation Administration will be neces- 
sary before the Bureau of the Budget will make the money available 
to the Defense Department to use to place contracts or issue common 
item orders to the military departments. 

It will, I believe, be about January 1, 1957, before any substantial 
part of the new money appropriated by the Congress can be available 
to the Department of Defense for reservation or obligation. Not 
until then, of course, can the first procurement steps be initiated. 

Not until the latter part of fiscal year 1957, will expenditures begin 
to be made from fiscal year 1957 funds for equipment and supplies. 
In the case of the major items of equipment in the fiscal a 957 program, 
production lead time will prevent deliveries for a year and for s« me 
items considerably more. 

It is during this production period, that we will deliver the long lead- 
time items now carried as fiscal years 1950-56 unexpended balances. 
Thus, fiscal year 1950-56 funds will maintain during the period July 
1, 1956, through fiscal year 1958, the nec essary uninterrupted flow of 
replac ement equipment to our allies. 
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EFFECT OF REDUCTIONS IN 1957 REQUESTS 


Any substantial reduction in the fiscal year 1957 requested appro- 
priations will inevitably result in either : 

(1) A stretchout of deliveries from the fiscal year 1950-56 balances ; 
or. 
(2) A hiatus in vital support of our allies, at which time it will be 
impossible to repair the damage except by diverting equipment from 
our own United States requirements. 

I have given you quite a number of figures and I would like to 
review them in compact form as presented i in the following table: 


Use of fiscal year 1950-56 unexpended balance 


Billions 


Unexpended balance (June 30, 1956) _ <-u 950 
Deduct: German program; multilateral programs___-----.------------. 1.2 
Balance-_-__- — adohavmrasie accumsan mapednariag tO 
Expenditures in fise al 3 year 1957 (other than $0.2 billion multilateral pro- 
grams and 80.4 billion from fiscal year 1957 funds) —---------_ batreies Hae 


Balance (fiscal year 1950-56 money to meet expenditures in fiscal 
year 1958 and thereafter before long lead-time items ordered from 
fiacal year 3007 fumis can be deitvered ) . <n se ctccccnae TS 

Mr. McGuire. I would like to go back up to the 2.3 billion. Actual- 
ly our target expenditure for 1 57 is 2.9. It will be made out of the 
2.3 coming out of the balance of the 2.8, plus the miltilateral pro- 
grams we deducted to get to the 3.8 billion figure. 


OFFSHORE PROCUREMENT 


Senator E.tenper. Throughout your statement I did not notice any 
mention of any moneys to he used for offshore procurement. Where 
does this fund come from ? 

Mr. McGuire. Senator, offshore procurement is a byproduct of the 
program. We can buy material—we use the service agencies as the 
procuring agencies to buy our material for us—— 

Senator Exrenper. I understand that. Where do you get the 
money ¢ 

Mr. McGuire. It is included in this. It is simply another street you 

go down to meet this objective. Some of it we buy in this country and 
some offshore. We do not buy offshore until we screen our require- 
ments of our services here. 

Senator Evienpver. For instance, the amount that you are now 
providing for Germany, let us say, since we mentioned Germany quite 
» bit, this unexpended balance in the proposed program for 1957, 

art of that m: iv be used for offshore procurement ? 

Mr. McGuire. Yes: it could be. However, it has no basic relation- 
ship to what we are giving the country. Conceivably we would exer- 
cise offshore procurement as a means to get material and place those 
contracts in a country where we did not give any grant aid at all. 


AMOUNTS SPENT FOR OFFSHORE PROCUREMENT 


Senator Evtenper. I know how it is used. 

[ wonder if you could get for the record, say, of a period of a few 
years back, the amount that was spent for offshore procurement, in 
what countries, and what tooling, if any, did we have to furnish ? 


aS 


— 
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Mr. McGuire. I have everything here, but the tooling. The amounts 
I have by countries and worldwide we have spent $2,770 million. 1 
have the expenditures against those contracts whereby it was 73.7 per- 
cent completed as of July 1957. 

Chairman Haypen. At Senator Ellender’s request you can put it in 
the record. 

Mr. McGuire. I would like to. 

Senator EtLenper. And expenditures total $1,767.4 million. 

Mr. McGuire. They are a little higher. [am going a little furthei 
to give you a clearer picture. 

Senator Erienper. This is as of December 31 / 

Mr. McGuire. Yes; we can give this for the record if you like. 

Senator ELLeNper. Yes. 

(The information referred to was filed with the committee .) 

Chairman Haypen. You have three more pages, and the Senate is 
in session. 


OFFSHORE PROCUREMENT CONTRACT IN PORTUGAL 


Senator ELLENbER. | came across one of these contracts in Portugal 
that did not look too good to me. 

Mr. McGuire. I would be glad to know about it. 

Senator ELtenper. I wish you would look into it. 

Mr. McGuire. Do you know which one it was? 

Senator ELtenper. | understood that Portugal had some counter- 
part funds that they would not use at the time, but I think MAAG 
or somebody in MAAG rigged up a way by which Portugal used the 
counterpart funds to put up an arsenal and it was all tied i In with an 
agreement that Portugal was going to get X billions of dollars worth 
of contracts in order to be sure to pay it out. 

In other words, they have used our counterpart funds. It did not 
jiook good to me. IT wish you would look into it and find out. 

Mr. McGuire. I appreciate that information and will look into the 
matter. I will also furnish for the record the results. 

(The information referred to follows :) 


PORTUGAL 


No foreign military facilities-assistance projects have been contracted for in 
Portugal. When such projects were being discussed with the Portuguese Gov- 
ernment in fiscal year 1954, the Portuguese Government proposed that its con- 
tribution to the cost of the projects should be met out of counterpart which 
had been generated as a result of earlier United States economic-aid programs 
in Portugal. This was not acceptable to the United States. 

No mutual weapons-development projects have been supported by the United 
States in Portugal. 

A limited amount of OSP ($18.2 million) has been placed in Portugal, all 
the contracts being payable in dollars. No foreign currencies or counterpart 
funds were used for these contracts. 


REQUIREMENTS 


Programs are based on requirements stated to us in Washington by 
the “country team” in each country. These requirements as received 
from the field not only list the items, in order of priority, needed to 
equip and maintain the combat effectiveness of the forces being sup- 
ported, but also states the time when the material is required. This 
time-phased statement of requirements takes into account the plans 


T79607T—56 16 
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made by our partners to receive and utilize the equipment being sup- 
plied by the United States. 

These requirements are carefully screened in Washington. Adjust- 
ments are made to conform to United States capabilities to supply and 
to assure an orderly and even flow of assistance over the years. 

We do not succeed in getting deliveries of items to our allies as 
rapidly as the “country teams” believe they are needed. This can be 
illustrated by two charts. 

Chart 1 shows the programs for fiscal years 1950-56 and fiscal year 
1957, broken down by the years during which delivery is desired. 
The dark areas in each column represent the amount of deliveries of 
items from the fiscal years 1950-56 programs desired by the “country 
team.” 

The light areas in each column show the deliveries of fiscal year 
1957 program items desired in each fiscal year. In fiscal year 1956, 
we will meet only about half of the deliveries requested, leaving about 
$2.3 billion of the fiscal year 1956 delivery requirements to be met in 
fiscal year 1957 or later. 

If we are going to keep an even flow of deliveries and expenditures, 
we cannot meet the required schedule based on requirements. 

Chart 2 shows the best present estimate by the Department of De- 
fense of the best basis on which, over the years ahead, we can bring 
deliveries and requirements into balance. This chart assumes that 
appropriations for fiscal year 1957 will be as requested. 


EFFECT OF HOUSE REDUCTION IN AUTHORIZATION 


Although the final determination of the authorization for fiscal year 
1957 has not been made, it is, perhaps, not inappropriate for me to 
speak briefly concerning the effect of the House action in reducing the 
requested authorization for military assistance by $1 billion and im- 
posing a ceiling on Europe of $402 million. 

Secretary Wilson and Admiral Radford have both spoken of the 
extremely serious effect which a cut in the magnitude of $1 billion 
would have. General Gruenther testified last week to the requirements 
of European NATO and spoke of the serious effects of the limits 
imposed by the House bill. 

Secretary Wilson, Admiral Radford, and General Gruenther have 
understandably stated their misgivings in broad general terms. As 
the operating administrator of the program, I have had to consider in 
specific detail what I would do if the cut proposed by the House bill 
were to prevail. 

I have considered various ways in which this cut could be applied in 
order to determine how I can operate under this reduced amount of 
appropriation and the added restriction on deliveries to Europe. 

In order to carry on with the least damage to our overall security, 
[ have concluded that it would be necessary to— 


Millions 
A. Reduce the vital advanced weapons program by $250 million__.________ $250 
B. Defer the construction of $90 million worth of Navy vessels_______ 90 
©. Cut back the procurement of aircraft by $125 million-._._....___________ 125 
D. Provide for $150 million less of ammunition planned for war reserves... 150 
E. Delete $50 million of general purpose vehicles from the program____.__ 50 


¥’. Reduce other important segments of the program, such as the MWD, 
facilities assistance, training and spare parts, and other material 
Dy GO TI ita ccenah chm aieg shteredcuepenssaiinn ee eben bien dbid 835 


IO scsi gel sien slept tsa lla anna adie h cage dakar dte 1, 000 
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This is shown in detail on the attached chart. 

The provisions of the bill reported by the Senate Foreign Relations 
Committee would make it possible to restore the most “essential of 
these items. This is also shown on the chart. 

I would like to refer briefly to this chart. What I did was to take 
in broad categories working with the Joint Chiefs of Staff, the first 
line is the or iginal program, , the second line, of 3 billion is the program 
where the advance fund had the advance weapons, the third line 1s the 
2.9 showing the savings we have made and where we have made them. 

The third one is the 2.6 figure which is the one that the Senate au- 
thorizing committee has made, and the 2 billion figure is the figure that 
shows what the House did. 

We have shown what you took out, what we had to take out, and 
what we put back in. 

I would like to emphasize at this point that the mere cutting of the 
authorization of the appropriation does not do away with the require- 
ments. It simply defers them. At the figure of 2 billion, we do not 
believe that we can operate and tie these things in with any degree of 
protecting the security position that we wish to maintain. 

At 2.6 I think we can. However, we will simply defer some of the 
lesser priority items. I thought it might be helpful to you gentlemen 
to have that information before you. 

The program which we have prepared and presented for your con- 
sideration is one which we consider to be needed for the sec urity of the 
United States. It is also our considered judgment that, in order to 
accomplish this program within the necessary time, the funds re- 
quested to be appropriated are needed in fiscal year 1957. 

Mr. Chairman, I am prepared to answer any questions on any coun- 
try that I can. 

"(The information referred to follows :) 


Relative defense expenditures, calendar year 1955—-NATO and other European 
countries, including the U vii a States 





| 
| Millions of dollars Percent Dollars 




















| | | Increase | 
Gross Defense | or de- | Per GNP per capita 
Country | national | Defense | expendi-| crease of | GNP | capita after deduction 
product | expendi-| ture as | defense per | defense of defense 
(GNP) ture percent | expendi-/| capita | expendi-| expenditure 
of GNP ture, ture (col. 5—col. 6) 
1953-55 
(1) (2) (3) (4) (6) ® | @ 
| 
NATO countries: | | 
United States--__....-- $387, 200 | | $40, 666 10.5 —18 | $2,343 $246 | $2, 097 
Belgium- Sen nE 9, 311 380 4.1 —7} 1,015 41 974 
Denmark. - ---.--- 4, 051 135 | 3.3 | +5 | 913 | 30 | 883 
France. Sale Mi cies coil 45, 195 3, 280 7.3 | —17 | 1,046 | 76 | 97! 
Greece. esas 1, 972 125 6.3 | +36 | 236 15 | 221 
Italy hice en. aaa 875 4.1} +14 | 442 | 18 | 424 
Netherlands ite a 7, 604 460 6.0 | +31 708 | 43 | 665 
I Rcicunn wnisunioais 3, 320 150 4.5 +1 969 | 44 925 
Pi encascanevcus 1, 765 80 | 4.5 | +16 201 9 | 192 
Turkey --_-- ital 6, 463 | 380 | 5.9 +23 276 16 | 260 
United Kingdom__---- 51, 100 | 4, 550 | 8.9 | —7 998 | 89 | 909 
Other: | 
SR cc adsoea ees 7, 369 | 335 | 4.5 | +15 254 12 | 242 
Yugoslavia. Se asee ee 5, 207 605 | 11.6 +1 297 34 263 
1 | | ' 





1 Includes $1,674 million of Department of Defense expenditures for MDAP. 
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RESEARCH AND DEVELOPMENT ABROAD 


Senator Extenper. I understood we will go into that a little later 
tomorrow, Mr. McGuire. I can show you how we can save $65 million 
in cutting out the research and de velopment abroad. We are putting 
up today more than they are putting up per year. Here in our own 
country, with some chargeable to procurement, we are spending in 
excess of $5 billion in research and development. 

Why we should go into a program of research and development 
where we e put up more than our allies put up, I cannot understand. 

Mr. McGuire. I would like to make one observation if I may. 

Senator ELLenper. I am sure you will defend it. There is no doubt 
about it. But why we should go out and start a program that way I 
cannot understand. You just go ahead and do it. 

Mr. McGuire. It depends on what you are saving. First of all, 
we are not putting up more money than they are. 

Senator EvteNper. The record shows they are putting up $48 mil- 
lion and we are putting up $65 mililon. 

Mr. McGurre. Bear in mind in these projects before we get into 
them, they are well advanced and a lot of money has been | put in. 
These programs are highly essential to us. Let us take Germany. 
You have a high regard for Germany. I also have an extremely high 
regard for their technical know-how. At the moment they are not 
experts on radar and aircraft designs. I would just as soon have 
the use of those technicians in that tremendous tradition of inventive 
know-how in Germany directed to us. 

Whatever comes out of these things can be used by us and by our 
allies. There are some very good arguments that are coming out. 

Senator ELLeNDER. Do not you think they ought to do that and 
help us? We are spending at the rate of almost $5 billion. We make 
it available to them. 

Mr. McGuire. No, we are not, Seantor. I am sorry. 

Senator ExLenper. All of the hardware we are sending them, does 
not that come from this research that we do ourselves? You ought 
to know better than that, Mr. McGuire. You know the modern tanks 
we send them. That comes from research and development. Your 
airplanes come from research and development. Your modern weap- 
ons come from that. No, we have to find some way to spend money. 
That is another way we are starting out in a grand scale. I hope 
you can cut some of that out. 

Mr. McGuire. The research and development we are addressing 
ourselves to, we do not give these nations. For example, any great 
amount of information on what we now call guided weapons. 

Senator ELLenpver. Not that. 

Mr. McGuire. The types of projects that they are working on over 
there are pretty much in the advanced weapons kind of ¢ ategory. Off 
the record, I would like to mention one. I think it is extremely 
interesting. . 

(Diseussion offer the record.) 

Senator ELLENDER. When you speak of mutual existence, they ought 
to cheerfully give it to us. We make it available to them. That is 
what I am speaking of. Let them do some of it and not let us do all 
of it. 











246 MUTUAL SECURITY APPROPRIATIONS, 1957 


Mr. McGuire. I would like to state for the record that they have. 

Senator ELLenper. That is why you folks make a good case for 
them. I grant that. You and Mr. Hollister and his predecessor and 
our good friend Mr. Fitzgerald. He is an expert in presenting cases 
for foreign countries. You sure are. I take my hat off to you. You 
learned that from Mr. Hoffman and others. “You sure know your 
business. 

Chairman Haypen. Senator Stennis. 

Senator Stennis. Were you planning to recess now? 

Chairman Haypen. I was going to st ate to the committee that John 
Sherman Cooper who is Ambassador to India has been requested to 
be heard. We will do that at 11 o’clock tomorrow. You, sir, we will 
let you know when you can come up again. 

Mr. Honuisrer. You are not going to meet this afternoon? 

Chairman Hayprn. We cannot do that because we have a bill on 
the floor. 

Senator Srennis. Will Mr. McGuire be back before this committee ? 

Mr. McGuire. Yes, sir; I am at your service. 

Chairman Haypen. Very well. The committee will stand in recess 
until 11 o’clock tomorrow. 

(Thereupon, at 12:13 p. m., Monday, June 25, 1956, the committee 
recessed until 11 o’clock, Tuesday, June 26, 1956.) 
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TUESDAY, JUNE 26, 1956 


UNITED STATES SENATE, 
COMMITTEE ON APPROPRIATIONS, 
Washington, D. 
The committee met at 11 a. n., pursuant to recess, in room F-37, the 
Capitol, Hon. Carl Hayden (chairman of the committee), presiding. 
Present: Chairman Hayden, Senators Ellender, Holland, Bridges, 
Thye, Dworshak, and Potter. 


DEPARTMENT OF STATE 


STATEMENT OF HON. JOHN SHERMAN COOPER, UNITED STATES 
AMBASSADOR TO INDIA 


GENERAL STATEMENT 


Chairman Haypen. The committee will be in order. 

Weare glad to have any comments which you may care to make based 
on your experience as Ambassador to India. 

Ambassador Coorrer. Thank you, Mr. Chairman and members of 
the committee, for asking me to meet with you today. 

I know that you have been concerning yourselves with the total scope 
of the mutual security program and the considerations upon which it 
is based. 

I have been in the United States now for a few weeks, for two rea- 
sons: I have been a witness before the Foreign Relations Committee of 
the Senate, and Foreign Affairs Committee of the House, and the Ap- 
propriations Committee of the House. 

Also I have been waiting for the anticipated visit of the Prime Min- 
ister of India. So for that reason I have been here. 

I know that your time is obligated and this morning I will address 
myself to one part of your bill. That is to the economic side and par- 
ticularly as it is applicable to India. 


SITUATION IN INDIA 


I have been in India a little over a year. While, of course, what 
say will be directed more to the details of the situation in India, yet 
one of the reasons I have wanted to testify before the committees of 
the Congress is that I think the situation in India and the events which 
we have recently seen in that area, have larger implications than our 
relations with India alone. In fact, what is happening to India may 
be typical of what is happening to the other countries of South Asia. 
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Also, I have wanted to tell these committees from my firsthand 
knowledge something of the Soviet initiative in India and in Asia. 
I know that many “questions are raised in the Congress and in the 
United States about our relations with India. I will say frankly 
that the same questions have addressed themselves to me since I have 


been in India. 
DIFFERENCES IN POLICY 


As you know, there are differences in policy between the United 
States and India in the broad field of world policy, ours being 
based on the idea of collective security and India’s emphasizing a 
policy of nonalinement. 

Further, we have differences with respect to third countries, for 
instance, our attitudes toward Communist China and toward Russia. 

Again there are differences in policy which India believes directly 
affect India. I refer to our military aid to Pakistan and to what they 
believe is our attitude toward colonialism in Goa. 

So I would be the first to say to this committee that I recognize these 
differences which obtain between India and the United States on 
questions of policy. Yet with full knowledge of those differences I 
believe strongly that it is to the interest of the United States to con- 
tinue and strengthen and improve its economic aid program in India. 


REASONS FOR CONTINUANCE OF AID PROGRAM 


I know you will want to know why I so believe. Despite the ditfer- 
ences which exist between India and the United States, India and the 
United States are not enemies, but friendly countries. 

Again, India has purposely and deliberately chosen democratic 
institutions. The United States has for a long time accorded aid to 
many countries which do not have full democratic institutions in the 
hope that they will be established. 

[ would be truthful in saying that India is 1 of the 2 or 3 countries 
in Asia which to the limit possible, ¢ onsidering the inexperience of their 
people in the practice of these institutions, has chosen a democratic 
form of government and is practicing that form of government under 
a parliamentary system. 

It has an independent system of courts which follow the common law 
jus st as our court system is based on common law. 

It has individual freedom. They accept it there just as we do. 
There is no compulsion upon their people and they move freely. 

So I come to this point, that whatever may be our temporary, and 
| believe they are temporary, differences, if after a period of 10 or 
15 years India has strengthened its democratic institutions and is 
a strong democriacy, it cannot but help the aims of our country and 
the aims of other democratic countries to maintain and strengthen 
freedom in the world. 

I think that cannot be denied. 


OPPOSITION TO INDIA 


[ would say this to you: Opposition has developed in our country 
to India because of its policy of non: alinement and because India, as 
we think, has not made itself ver vy clear upon issues of freedom versus 
coercion which we think are very important. 
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I do believe there is reason for India’s position of non-alinement. 
India had been under domination by the British for 200 years and for « 
long time before was continually being overrun by other countries. 

Just having become independent, an independence of only 10 years, 
there is reason in their viewpoint that they do not want to accept in 
advance the decisions of another country. 

I would say this same stubbornness and determination which frus- 
trates the United States and the Western Countries at times is the 
a factor which would prevent them from falling under the domination 
of Soviet Russia or China, or any other country. 

I am certain they do not want to be dominated by Soviet Russia 
or China any more than they want to be dominated by a Western 
country. 

from the long-term viewpoint of the United States and our 
policy, I think it is important that India be assisted in its efforts 
to become a strong democratic country and to raise its living standards. 


COMPETITION BETWEEN COMMUNIST CHINA AND INDIA 


Another reason why I think that aid to India is important is this: 
Whether or not it will be admitted by India or Communist China, the 
fact. is that there is a competition in Asia between Communist China 
and India as to which country will be able to achieve economic ad- 
vancement. 

Communist China is aided by Russia. While no one can give the 
figures, it has been estimated that the total aid to China might amount 
to $3 billion a year. 

Communist China is using the Russian methods of forced labor 
and forced savings to achieve economic advancement. 

I cannot say what progress they are making, but if we take the pat- 
tern of Russia, then I think it must be assumed that by totalitarian 
methods they are m: aking progress by the use of totalitarian methods. 

I would like this committee and my old friends in the Senate to 
keep this in mind: that anxious as India and the other countries 
in Asia which have chosen democratic forms of government are to get 
thead economically, and even with the ex: imple of Soviet Russia be- 
fore them, which [ think we have to admit has made progress by these 
totalitarian methods, India will not use those methods. 

It is attempting to move ahead economically by voluntary and demo- 
cratic institutions. There are no forced savings in India; there is no 
forced labor, and one may characterize their efforts as a democratic, 
voluntary, cooperative effort. 


ECONOMIC PROGRESS DESIRE OF INDIA 


One thing that I felt out there very strongly was that the greatest 
urge in India, and I am sure it is the desire of other countries of Asia, 
is to get ahead economically. They have been repressed by colo- 
nialism for several hundred years. They believe they have been denied 
their opportunity to get ahead. 

They have achieved political independence. Now they want to 
achieve economic independence. 
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But it is a terrifically hard job. In the United States we had over 
L00 years to make our progress with small populations during that time 
and with great resources. 

India has a population of 380 million people. It has good resources, 
but they are not to be wasted. There is very little savings in India, 
with which to promote industrial expansion. 

If this industrial expansion is to be achieved, India and the other 
Asian countries must mobilize their savings. When you think the 
average income of an Indian is about $56 a year and that the percentage 
of those in India who make over $300 a year is about 5 or 6 percent, then 
you have some idea of the difficulty of trying to find savings in India to 
expand economically. 


ATTITUDE TOWARD AMERICA 


Senator Bripnces. Mr. Ambassador, I do not want to embarrass you, 
but why do they constantly try to do things that irritate Americans / 

It seems to be a consistent attitude on their part to do it, which is 
tremendously offensive toa great many Americans who have tried to be 
sincere in what they have done for India ? 

Ambassador Coorer. Senator Bridges, I know this impression exists. 
Would you give me an example of it 7 

Senator Bripces. For instance, their attitude on anything that comes 
up in the United Nations. They put on a tremendous ovation for 
Bulganin and Khrushchev and Dulles is not given the same type of 
reception, censoring out movies that were used and not using movies 
because it showed a labor union trying to get rid of Communists. 
Things of that kind. Hardly a day goes by without something like 
that going on. 

Ambassador Coover. I will take the first one, the point of the issues 
in the United Nations, in which our country and India find themselves 
at opposite ends. 

It grows from the fact which I was developing at the beginning and 
which T admitted, which we all know, the differences in viewpoint to- 
ward foreign policy. They are there. 

I am not going to deny this fact or attempt to make it something else. 
They grow from differences in viewpoint on foreign policy. It is 
possible that if those questions are resolved, the differences will fade 
away, but I cannot deny that they exist. 

You gave an example of the reception toward Mr. Dulles in compari- 
son with the ones that the Russians received. I think they would 
explain it this way: 


RECEPTION OF FOREIGN GUESTS 


First, Mr. Nehru had been a guest of the Russian Goverment as the 
head of a government, and he was treated as the head of a government 
and received—from the reports—a very unusual welcome. 

Regarding Khrushchev and Bulganin—I am speaking of them now 
irrespective of their ideologies—it is a fact that Bulganin is the head 
of a government just as President Eisenhower is the head of our Gov- 
ernment. So they received him as the head of a government to repay, 
as they said, the weleome which Nehru had received in Russia. Mr. 
Dulles is not the head of the Government. He is the Secretary of 
State, which corresponds to a member of the Cabinet, or a foreign 
secretary. 


- ——_—_ 
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I was with him. I would not know what he thought about his re- 
ception. I can only state what I saw. Mr. Dulles and the entire party 
were the guests of the President of India in his house; they were enter- 
tained in the way they entertain all other guests, with the exception 
of heads of state. Members of the party told me they were courteously 
and generously received. 

I am not going to say that it was a great, spontaneous, thrilling, 
moving reception. I think you know I am going to tell you what 4 
saw and what I believe. But I would say that he was received not 
only correctly, but an effort was made by the Indian Government to 
make it a good visit. That is my feeling. 

Now, on the third matter you mentioned, the film of USIS, I can- 
not explain it. 

(Statement off the record.) 

Ambassador Coorrer. The point I have made is this: It is my con- 
ception that if these differences in general foreign policy are resolved 
by the fact of settlements in the world, then our differences with them 
would be minimized. 

I have made the point that despite these differences India is stand- 
ing in that area as a democratic country and trying to develop as a 
democratic country, and I think it is of interest to the United States 
to see it develop in that way. 

Secondly, there is competition, whether it is admitted or not, be- 
tween India and Communist China. Communist China is attempting 
to make its progress by totalitarian methods; India is not. This is 
significant, but India is having a difficult time. I am not going to 
take up too much time on details, but in a few minutes I would like 
to tell you something of the difficulty of their effort. 

Senator Hottanp. Mr. Chairman, what time would the Ambassa- 
dor rather be questioned ? 

Ambassador Coorrr. I can finish in just a few minutes. 


ATTITUDE TOWARD UNITED STATES AID 


Senator ELLenpER. There is one more question in connection with 
what Senator Bridges stated. I have found this to be a fact, that 
Nehru, himself, did not appreciate the help that we were giving, al- 
though he took it. 

I wonder if that attitude has changed, because it has come to our 
knowledge here that he does not want aid: he does not care for it. 

It. certainly is demonstrated by the fact that he does not ask for it, 
but somehow he takes it. 

Ambassador Cooper. Iam not able to probe his mind on this point, 
but. I would say this: The Indian Government not only wants aid, it 
needs it. I know that it is very hopeful that in these next 5 years aid 
will be forthcoming from the United States and from other democratic 
countries. 

Senator Etitenper. You mean in the same amount that we are now 
allowing, because what we are giving now is just a drop in the bucket 
to what ‘they will require. 

Ambassador Coorrr. They will not state what they hope for under 
this present program, as they consider it is a program for which Con- 
gress makes an appropriation, and that it is substantially a grant pro- 
cram. Iamsure they have not asked, and I do not know whether they 
will ask for aid, officially. 
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ECONOMIC DEVELOPMENT 


I would like to develop some facts respecting Indian needs. India 
has just finished what it calls its first 5-year plan. The purpose of 
that plan primarily was to increase agr icultural production, to make 
itself self-sustaining in food. 

India made progress, but it has not become self-sustaining in food. 
They have increased their agricultural production about 20 percent 
and increased industrial production something like 50 percent. 

They are now beginning the second 5-year plan. Its purpose is to 
increase industrial ‘production: to build industries which will create 
the bases of industrial progress; to build steel industries, hydroelectric 
projects, the chemical industry, heavy chemical industry, machine tool 
industries, industries which, as they produce, will provide the tools 
for further industrial production. In the first 5-year plan they ex- 
pended about $714 billion. When we think of our own investment 
it is not much. 

The second 5-year plan calls for an investment of about $15 billion, 
$10 billion to be invested by the Government from Government 
resources ; about $5 billion from private industry 

Respecting the $10 billion, they propose to raise about half by taxa- 
tion; about 25 percent through deficit financing. That leaves some- 
thing like $2.3 billion which will have to come from external sources 
if they are to progress. 

FISCAL SITUATION 


India has projected that it will be able to secure about a billion 
dollars by drawing from its sterling reserves in India, by new invest- 
ment through the World Bank and through other aid programs, but 
when all are totaled India will still need $1,300 million approximately 
in foreign exchange. 

Now, I want to emphasize the necessity of foreign exchange. In 
its plan, India can use its rupees, it can use its labor, it can build 
plants, but unless it is able to put the capital equipment into the plants, 
there are no plants which can produce. 

The only way India can build industries is to secure the equip- 
ment and tools from other countries and that means it has to have 
foreign exchange to pay for the capital goods it imports. 

As I have said, it needs $2,300 million. It is able to mobolize about 
a billion dollars in its ordinary methods of trade and by securing 
loans. 

But the $1,300 million remains uncovered. I know that the sources 
which are left are the United States and Russia, and I speak of a 5- 
year period. I am here to say that I believe that it is to the interest 
of the United States to take into account this problem and to make 
available all it can to fill this gap. 


RUSSIAN AID 


Now, I come to the issue of the initiative of Russia. I was in India 
when Bulganin and Khrushchev paid their visit and a chain of events 
has followed the visit. Russia has agreed to furnish to India upon the 
basis of a 12-year loan at 214 percent interest, the capital equipment 
needed to build a steel mill. That accounts for "about $90 million. 
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Senator ELLeNper. The whole steel mill referred to about 2 years 
ago? 

Ambassador Cooper. Yes. 

Senator ELteNper. Is it being built ¢ 

Ambassador Coorrr. It is being fabricated in Russia. 

Senator ELLenper. Nothing has been done about it yet ? 

Ambassador Coorrr. It is on the way. 

Secondly, Russia has agreed to sell India a million tons of steel over 
the next 3 years, to be paid for in Indian production. 

Third, Russia has entered into other fields, is making surveys, giving 
technical advice, and furnishing some capital equipment, as in the 
field of oil development, some chemicals, and other industrial fields. 

Fourth, Russia has offered to train workers in industries. They 
would include not only the top-level technicians but skilled workmen. 
I think that in the steel industry, Russia made an offer to train some 
5,000 workers. 

UNITED STATES AID 


In the last 5 or 6 years the United States has made available to India 
by grant and by loan over a half a billion dollars. The total includes 
the wheat loan of $190 million, with the rest being in grants and loans 
under appropriations. It has done a om deal of good. It has 
been the largest source of help to India. I don’t think India would 
have been wholly successful in its 5-year program without our help. 

Senator Dworsuakx. What did Russia give her during that same 
period ? 

Ambassador Coorrer. Nothing. India should remember that while 
the United States helped, Russia did nothing. 

I would like to make one point, and then I will conclude. Our 
program is good. Until a better program is developed I think it 
should be continued. But I am of the opinion that if the United States 
is to meet this new, economic offensive of Russia in Asia that it ought 
to devise a better program. I have pointed out that a country which 
is trying to industrialize itself, first needs foreign exchange ; 

Second, it needs the ability to actually secure the « apital g goods in 
countries where capital goods are available; 

Third, it needs to train workers to run the new industries. 

Our program does furnish some foreign exchange; but, with the 
great demands of our industrial needs in this country, we are not able 
always to assure the actual supply of capital goods. 

Again, although we have a good technical assistance program, it is 
fairly limited, and it does not meet the problem of training workers. 

I realize that Russia can do those things because it has a totalitarian 
form of government. It can devote the total industry of its country 
to programs to achieve its economic and political aims, all devoted to 
its ultimate purpose, to secure a change of government in the countries 
it aids. 

NEED FOR BETTER PROGRAM 


We have a private enterprise system, and we cannot direct com- 
panies, but I would say this, and I believe it very strongly and very 
deeply, that unless the United States can devise a program which will 
furnish, in addition to foreign exchange, some assurance of the delivery 
of capital goods and some training programs, we will fall behind in 
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economic competition with Russia in the newly independent countries 
of Asia. I know our programs must be worked out cooperatively with 
our industry; we cannot force them. But action is imperative to 
develop such a program. 


INVESTMENT CLIMATE 


Senator Porrer. What kind of climate do we have in India for 
American investment ? 

Ambassador Cooper. It is not a good climate. In the first place, 
our people, I am sure, feel more sure of their investments in the United 
States, in Canada, and in the Western Hemisphere. We have not 
had much experience in India so there is no great tendency to invest 
there. 

Second, India talks about socialism and that frightens our investors. 

Third, it has nationalized some industries, which also frightens 
some investors. 

My judgment is that as trial and error occur in India, India will 
see the need for larger private investment, and some of these difficulties 
will be lessened. 

Senator Tuyr. I was interested in the statement of the Ambassador 
relative to the fact that India did not permit as many technicians or 
skilled workers to come into India as Russia was willing to send her. 
Was that on the basis of India’s fear of the Russians communistic 
philosophy ¢ 

Ambassador Coorer. Well, my judgment is that India is aware of 
the political purposes of Russia. 


RUSSIAN ECONOMIC OFFENSIVE IN ASIA 


(Statement off the record.) 

Ambassador Cooper. I am certain of this: Russia has begun a 
strong economic offensive in Asia. It has been demonstrated in India, 
Afghanistan, Burma. 

They are now offering programs in Pakistan, Iran, Cambodia, and 
I think we will see this offensive demonstrated more and more. 

(Statement off the record. ) 


TYPE OF GOVERNMENT IN INDIA 


Senator Brinces. Are they not geared to a philosophy of state 
socialism? Are they not spending our tax dollars to build up state 
socialism which is drifting into Russian communism and is not the 
whole government control of economy set up and opposed to private 
enterprise, and do they not discourage private enterprise whenever 
any is started ? 

Ambassador Coerrr. I will try to develop an answer to your ques- 
tion. 

First, India calls its government not a socialistic government but 
one which is designed to promote a socialistic pattern. It has not been 
sharply defined, but our judgment is that it represents a welfare state, 
plus government control or operation of basic industries, such as steel, 
munitions, aviation, coal, iron ore, rail transportation, and so forth. 
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Senator Hotianp. Railroads? 

Ambassador Coorrr. And railroads. That came under the British, 
of course. It has stayed on. 

On the other hand, the proportion in investment between state own- 
ership and private enterprise is pretty interesting. 

The total of state investment in India today is about 10 percent. 
Private ownership constitutes about 90 percent. 

In our country I think the proportion is about 82 private, 18 per- 
cent public, but I do not give that as an attempt to evade the issue of 
trends. 

Senator Brinces. Upon what do you base your figures? That is 
not the figures we get. 

Ambassador Coorrr. Those are the figures which came to me from 
an American economist, and in Government itself. 

Senator Brivers. Ninety percent of it is private enterprise? 

Ambassador Coorer. Counting agriculture. I said private owner- 
ship. Total invested capital, I think that is correct. Although I 
would say, Senator Bridges, 50 percent of it is represented by agricul- 
ture. That does not quite answer your question. You want to know 
what the trend is? 

Senator Brinees. Yes. 


TREND OF STATE INVESTMENT 


Ambassador Coorrr. I will try to give you the trend. India has 
designated five industries, or five fields in which there should be gov- 
ernment ownership. It has designated a second group in which the 
government shall control the expansion, whether public or private. 

On the other hand, the Government of India has said again and 
again and Mr. Nehru has said that private enterprise must play 
its part in the Indian economy. 

I would say this, and that is the point I was trying to develop in 
the beginning: There are no private savings except in a very limited 
amount for private enterprise. The money is not there. It must come 
from government. 

Chairman Haypen. That is what happened in the United States. 
It was European capital that developed our country, no question 
about that, but it was a climate where they were glad to come and 
make investments. 

Ambassador Coorrr. Yes. 

Senator Tuyr. Assuming that the United States were to cut off all 
the aid, which is a very limited amount, to India, and the Indian 
youth is determined to have something different than what they today 
are privileged to enjoy, in India like in every other foreign country, 
the youth sees the modern plane in the air, it sees a modern car on 
the highway, they have an occasional glimpse at a modern magazine 
and an occasional movie. 


ATTITUDE OF INDIAN YOUTH 


Therefore, they know something exists outside of what they are 
privileged to enjoy. So that is a mind that is ready to accept a phi- 
losophy or a proposal that promises something better. And if the 
Soviets go in there with their propaganda that, under their system 
they can promise them something better, and if no other assistance 
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comes to them, is there a danger that that youth will move further 
and further toward collaborating with the Soviet, or planning to do 
so as they attain an age that permits them the freedom to shift over 
into the Soviet orbit or to go to the Soviet itself? 

Now, is there a danger to that ? 

- Ambassador Coorrr. I think this is the danger: India has been 
able since its independence to make progress. It has made enough 
progress to stimulate its people. India has made progress in its com- 
munity development. In these communities, small villages, and there 
are 500,000 of them in India, in a fourth of them the Government has 
been able to reach the people with health programs, education, road 
building, with different kinds of improvement just as we have in our 
county and State programs. 

Now, people’s ideas and interests have been aroused. I think it is 
natural that unless those interests and ambitions are s satisfied, they will 
begin to ask why aren’t they satisfied. What is the reason they are 
not satisfied ? 

If the democratic, voluntary approach of India will not work, per- 
haps the people w ill ask, if there is another method. Three hundred 
million people in India are not educated, they are not literate. They 
have accepted, as their Government has accepted, the democratic form 
of government, but they have not had the 180 years of practice that we 
have had and you cannot expect their ideas of democratic institutions 
to be the same as ours. 

If their ambitions and objectives cannot be satisfied by a demo- 
cratic system of government, they may begin to say, “Well, perhaps 
we could achieve it under a system such as Communist China or 
Russia has employed.” 

I think that is a possibility. I do not know w wa is going to happen 
in India unless it receives needed external aid. I do not think any of 
us know. 


SUPPORT OF GOVERN MENT 


I can say that at this point India has a democratic government; 
they are practicing democracy; they have a good fiscal system ; it is 
the second largest industrial country in Asia. 

The Government, has the support of its people. I am not sure you 
can say that about every country in Asia. This Government has the 
support of its people. It has a good chance of succeeding. 

It would be silioen curious if a democratic country such as India, 
whether we agree with it or not on every issue, or whether they agree 
with us, which is trying to make its progress by democratic institu- 
tions, finds help cut off by the western countries, the democratic coun- 
tries, and is forced to look to the Communist countries for aid. 


CRITICISM OF AMERICA 


Senator Porrer. Let me ask you this: Why do the Indian leaders 
seem to take a great delight in cropping the tail feathers of the Amer- 
ican people? 

Ambassador Coorrr. That is a general statement. 

What are the specific examples ? 

Senator Porrer. Well, Nehru at times has gone out of his way to be 
critical of the United States. 





MUTUAL SECURITY APPROPRIATIONS, 1957 257 


Ambassador Cooper. I pointed out at the beginning of my testimony 
that we disagree on policy and as we propound our world policy, India 
also propounds i its policy. 

It is a fact. In my stay there I cannot remember any speech that 
Nehru has made in which he has been critical of the United States 
except on the issue of our military aid to Pakistan and Goa and Kash- 
mir. I cannot remember any other speech that he has made in which 
he has been critical of the United States. 

Senator Dworsnak. He is pretty well committed to a policy of 
neutralism as between the Soviet and the free world philosophies, 

Ambassador Coorrr. I think that is correct. 


RELATIONS BETWEEN INDIA AND PAKISTAN 


Senator Hottanp. Now, on this Pakistan question, I think that 
there is probably more ill feeling toward India based on the fact that 
we feel closer to Pakistan, feel that they are more nearly our kind of 
people, more friendly to us, more willing to stand up to be counted, 
than Indians are. 

What is the prospect of any stabilizing of friendly relations between 
Pakistan and India? 

Ambassador Coorrer. The difficulties between Pakistan and India 
grow out of Kashmir chiefly. 


KASHMIR ISSUE 


Senator Hottanp. What is the prospect of the settlement of the 
Kashmir question, and why is India unable, unwilling to have a plebis- 
cite up there to determine the question ? 

Ambassador Coorrer. I would say frankly that I do not see much 
possibility of immediate settlement. 

Senator Hottanp. Why is India unwilling to have a majority deci- 
sion on the Kashmir as to how the problem should be settled ? 

Ambassador Coorrr. Well, to develop India’s viewpoint would re- 
quire a discussion of the issue of Kashmir from the time of independ- 
ence down. 

Briefly, India takes the position that Pakistan invaded Kashmir, 
and that Kashmir called on India to help repulse the invasion; that 
India did that; that the matter was submitted to the United Nations; 
that the United Nations called for the withdrawal of Pakistan troops; 
that the Pakistan troops never withdrew; that after that time the 
Kashmir Government acceded to India, and that a status quo has been 
reached. I am not, arguing the case one way or the other, but I state 
their viewpoint. 

Senator Hotitanp. Do you think that any stable government of 
Pakistan can be successfully set up in view of the great distance be- 
tween the two parts of the country, the fact that India intervenes be- 
tween them ? 

Ambassador Coorrr. Senator Holland, I believe you will agree with 
me on this, that I am not representing the United States in Pakistan. 
I do not really feel that I am qualified to talk about Pakistan. 

Senator Hotianp. I recognize that, I recognize your feeling in the 
matter. 

Ambassador Coorrr. I do not think it would be proper. 
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Senator Hotianp. The trouble is that most of the ill feeling toward 
India, and most of India’s ill feeling toward us, judging from the re- 
ports, grows out of the fact that our people feel closer to Pakistan and 
feel that Pakistan is much closer to us than is the case with India. 


MILITARY PACT WITH PAKISTAN 


Ambassador Cooper. I would guess that feeling, if it is the general 
feeling of the American people, would derive from the military pact 
with Pakistan. I believe our people are just as friendly to India. 

I would say this. The chief issue between the United States and 
India today is that pact. India and Pakistan were drawn up on the 
cease-fire line in Kashmir facing each other. 

The posse ag question has not been settled. It was India’s view- 
point—again I am not arguing the case but you asked me to state 
their attitude—it was India’s v viewpoint that giving aid to Pakistan 
at a time when there was a cease-fire and when the issue had not been 
settled, was an unfriendly act. 

The second point is that India wants more than anything else to use 
its funds in economic advancement, and whatever our motive m: iy be, 
and I would insert here parenthetically that Prime Minister Nehru 
since Mr. Dulles’ visit has made 2 or 3 speeches in which he has said, 
“We accept without question the statements of the United States as to 
its motives and purposes in giving aid to Pakistan”—but even accept- 
ing our motives, India says that by furnishing military aid to Pakis- 
tan we make it necessary for India to spend larger sums on its own 
military establishment; that the spending of such funds limits its 
ability to go ahead economically. 


FEAR OF RUSSIAN AGGRESSION 


Senator Porrrr. Is there any fear on the part of India of Russian 
aggression from Tibet ? 

Ambassador Coorer. No. I do not believe that India has fear of 
Russian aggression against India. I think that attitude might be 
explained. 

India has had no experience with Russian external pressure, so it is 
hard for it to understand. 

Senator Horianp. The connections are so difficult geographically 
and transportation problems are so overwhelmingly hard that there 
is very little practical opportunity for any serious aggression to come 
from that quarter ; is that correct ? 

Ambassador Coorrr. The British always thought, of course, of the 
route from Afghanistan, through the Khyber Pass, down into what is 
now Pakistan. 

Senator Hoitianp. That is where Pakistan has the burden of re- 
pelling an invasion and that, of course, is our reason for aiding 
Pakistan militarily. 

But so far as the Indian frontier is concerned, there is no exposed 
place, is there ¢ 

Ambassador Coorrr. In Kashmir there is one small area, one small 
point which I think bounds on Russia. 

Senator Hotuanp. But the distances are so great and the obstacles 
so heavy that there is no real chance to bring a modern army through 
there, is there ? 
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Ambassador Coorrr. I could not answer that. I did note when 
Bulganin and Khrushchev came to India that it was said that it was 
only a 414 hour flight from the Russian border to New Delhi. 

Senator Hotianp. This is the opinion of only one man, but I think 
the principal difficulty so far as the thinking of our people is con- 
cerned, hinges on this very question: Pakistan is willing to stand up to 
be counted, willing to fight for freedom, willing to cooperate with us, 
and they cannot find any such willingness in India at all. 

Ambassador Coorrr. Senator Holland, I make this point: India is 
one of a group of countries in Asia which are not alined. It is a 
democratic group of nations which will not line up militarily with 
the Communist nations. 

You cannot say they are Communist. You cannot say they have 
chosen the Communist group of nations. 


UNITED STATES POLICY 


I think all of us would agree that if this group of nations can main- 
tain that position, that is, not becoming Communist nations, and if 
through the next 10 or 15 years they become stronger economically 
and stronger in the practice of democratic institutions, it is an ad- 
vantage to free countries and to democratic institutions, and in that 
sense coincides with our policy of freedom. 

Now, a danger is that if these countries cannot make sufficient 
economic progress, or, secondly, if they do not receive assistance and 
help and encouragement from the democratic countries of the world, 
or if they are forced to turn to the Communist countries by the pres- 
sure of their own people for advancement—for assistance—then the 
cl: anger to the democr: itic countries bec ‘omes greate r. 

I think if we look at it from that viewpoint it is of great advantage 
to us to assist to the limit of our ability, and, secondly, to give them the 
true impression of continued friendship. 

I just want you to take the alternative. 

Suppose we do not do that. Those people then may look toward 
another type of onan a nt. Or suppose they succeed through Com- 
munist aid alone? I do not think that is too good for us. 

I feel very strongly that our program should be examined and re- 
vised and made more effective. I believe that we should help also, 
from the simple viewpoint of assisting a people who are struggling to 
get ahead. 


NEUTRALITY IMMORAL 


Senator Hotianp. I can see that you do not share the feeling that 
there is anything woe in neutrality. 

Ambassador Cooper. I disagree with you entirely, Senator. We 
are old friends and served together, but you do not want to say what 
my viewpoint is. 

Senator Hotianp. You do say, then, that neutrality is immoral ? 

Ambassador Coorrr. No, I would not say that. T think that if an 
issue of right and wrong on a particular subject becomes an issue for 
the survival of democratic institutions, then I think it becomes im- 
moral to fail to support freedom. 

I do not think, however, that it is immoral for one country to say, 
as India says, that it will not accept in advance the decisions of an- 
other country. 
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Senator Hottanp. We both remember that not too many years ago 
our own country insisted upon neutrality at a very urgent time in the 
affairs of the world, so I do not think we are far apart on that. 

These are two questions I want to ask you. 


STATUS OF INDIAN GOVERN MENT 


First, how do you think Mr. Nehru and his government feel in ref- 
erence to their dominion status? Do they value that highly and do 
they intend to preserve it, or so far as you can tell, do they expect 
to move toward greater independence from the British Common- 
wealth ? 

Ambassador Cooper. India is actually independent now. It has no 
dominion status. 

India decided to remain in the Commonwealth as an independent 
nation. 

Senator Hortanp. She does have Commonwealth membership. 
How much does she value that ? 

Ambassador Coorrr. Mr. Nehru has stood firmly and strongly for 
the Commonwealth association. There are some in India who say—I 
say some, in the parliament and press—that they ought to leave the 
Commonwealth. 

But Nehru has held firmly to their association in the Common- 
wealth. 

Senator Hotianp. You think they will continue to belong to the 
British Commonwealth as a matter of choice because they think it is 
of value to them ? 

Ambassador Coorer. That is my impression, yes. 

Senator Hottanp. How much irritation is there on the part of Mr. 
Nehru by reason of the fact that he was pretty well confronted by the 
Philippine delegates and Thailand delegates and others at the SEATO 
conference so as to make it rather a contract between their attitude 
of closeness to the West and his attitude of remoteness from any 
western association ? 

ere oorer. Again that is something I really could not an- 
swer. I don’t know what his frame of mind was. 

Senator Hotianp. Has he indicated in his public utterances, was he 
not pretty heavily set back by the aggressive attitude he ran into on 
the part of — 

Ambassador Coorrr. I read the speeches that were made at Ban- 
dung. I heard him when he spoke on his return. I don’t think he made 
any reference to the Philippines or any other country. 

Senator Hotzanp. You have not felt there was deep irritation on 
his part resulting from that contrast in attitude or friends and himself 
at Bandung? 

Ambassador Cooper. I have no knowledge of any irritation. I 
would say that it was his policy and the policy of India, to disagree on 
the idea of military pacts in southeastern Asia. 

Senator Hotianp. Thank you very much, You have been quite 
frank. 

Chairman Haypen. Are there any further questions ? 

Senator DworsHak. [have one question. 
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PROGRESS OF IRRIGATION PROJECTS AND DAMS 


Mr. Ambassador, what progress has been made in India with the 
irrigation projects and dams that we helped them construct ? 

Ambassador Coorrr. I have the figures here. 

Senator Dworsuak. Is their agricultural production increasing 
materially because of that progr am! 

Ambassador Coorrr. May I furnish the figures. About 25 million 
acres have been brought into agricultural production. Among other 
things, the irrigation projects, “fertilizers chiefly, better agricultural 
practices, have Taised the agricultural production of India about 20 
percent in the first 5 years. 

They know they have to better that. I would say here that a base 
for the successful execution of the next 5-year plan could depend upon 
a reserve of food, grains, and frankly, they hope to obtain reserves 
from the United States. 

Senator ELLenperR. On what basis ? 

Ambassador Coorrer. Under Public Law 480. 

Senator ELLENpDER. You mean asa gift? 

Ambassador Coover. A gift, unless the Congress sees fit to use local 
currency in the method of payment. 

Senator ELLenver. Would not India appreciate it more if we made 
it by way of loans? She could use the proceeds of those funds to do 
this work on a loan basis. 

Ambassador Coorer. You mean in local currency ? 

Senator ELLENpDER. Yes, if—— 

Ambassador Cooper. Yes, if Public Law 480 programs are used, 
India will want a basis of loans in local currency. 

Senator ELtenper. I noticed some time ago Nehru was very much 
satisfied with the way in which the Russians offered to lend them 
money for the steel mill. 

Ambassador Cooper. Yes. 

Senator Et.tenper. That is still in the offing, you said; that is not 
completed yet, no work has been done in India at all? 

Ambassador Cooper. That is correct. 

Senator ELLenper. It strikes me that aid might be forthcoming 
from this country by way of loans, not gifts, as we have done in the 
past. 


INDIAN DEVELOPMENT AID PROGRAM 


Ambassador Coorer. In the development aid program, I think I am 
correct in saying that India is entering into agreements to repay a 
larger percentage of these appropriations than any other country 
in the world. 

Senator Porrrer. It seems to me that India might prefer it on a loan 
basis as a dealing between partners rather than a gift basis where there 
is a tendency to have a feeling that the donor country is a paternalistic 
country and the receiving country is a dependent. 

Ambassador Cooper. I think so. 

Senator Porrer. That is one mistake we have made in the past. 

Senator Ture. The question that India is faced with if it is going 
to make an industrial development, is that she would have to have in 
mind funds either on a loan basis or coming to her over several years 
because she could not plan an industrial development on the basis of 
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assistance in this year, or a loan granted this year, but not continue into 

the future because they might start an industrial development, but 
as the assistance either in ‘the form of grants, technical-assistance 
grants, or in the form of continued loans she could not possibly com- 
mence that development because she w ould have no certainty that she 
could complete the project. 

Their lies the danger of an increase this year and a reduced amount 
next year in any particular technical assistance or any development 
program on the part of the United States. 

Because of the uncertainty of what would happen next year, they 
could not start a project. 


NEED FOR CONTINUITY OF FUNDS 


Ambassador Coorrr. Yes, that is a defect in the program. I know 
the constitutional provisions which obtains. But if a country is going 
to industrialize and to plan the buildimg of large enterprises, the 
enterprises cannot be completed in 1 year; it would take large sums of 
money immediately available. 

So the country must have the assurance of continuity in funds. 

Now, what happens to our program? Recipient countries know that 
appropriations depend, under our Constitution, upon the yearly ac- 
tion of Congress and they cannot plan upon the continuation of the 
funds. 

The result is that our funds tend to go into smaller projects which 
can be completed in a year and that the large industrial projects which 
generate wealth must ‘depend either upon loans from the World Bank 
or from other countries, as Russia. 

That is the reason I feel that if the United States is going to con- 
tinue an aid program, I think it ought to take into account some method 
of providing continuity of funds, whether it is by a deelaration of the 
intent of Congress, or the establishment of some credit mechanism 
which could make available funds for special projects. 


AVAILABILITY OF CAPITAL GOODS 


Second, I think that, through the cooperation of private enterprise, 
it will have to find some way of making available capital goods—a p; rt 
of the great production of our country—which must be available if 
India and other countries are to industrialize. 


TRAINING PROGRAM 


Third, I think some kind of training program is necessary. If 
we are going ahead with an aid program it seems to me that a country 
like ours, which has prided itself upon its ability to produce and its 
industrial development, ought not to do anything except the best. 

I am not arguing here for billions of dollars. Iam just saying that 
such a program even with what we are now appropriating, or a larger 
fund which could be a credit organization, or revolving fund of some 
kind, would be more effective 
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NEED FOR UNITED STATES SUPPORT 


But I do urge until an effective United States program is devised, 
that the Congress do not create a vacuum In Asia by cutting off funds 
this year, or by reducing them to such an extent that they are not very 
effective. 

I had the great privilege of serving here in 1947 and 1948. I remem- 
ber the great program which was instituted which I believe all our 
people knew had a great deal to do with the recovery of Europe. 

It seems to me surely that we could show the same kind of imagina- 
tion and boldness in devising a program which would help these newly 
democratic countries. 

I remember that in my service in the Senate, there was a great deal 
of talk about China, and the debate still goes on. 

While China had never chosen throughout its length and breadth 
a democratic government, India has throughout its length and breadth. 
While China’s leaders never had the support of all its people, the 
Indian Government and particularly Mr. Nehru, does have the sup- 
port of its people. 

My own judgment is that there is a much better chance to see a 
strong democratic institution grow and develop in India than there 
was in China. 


KASIITMIR CONFLICT 


Senator Horranp. Is the essence of the conflict over Kashmir con- 
cerned about control of the sources of greater water systems? 

Ambassador Coorrr. I don’t think so, no. 

Senator Hotianp. That statement is at on made. 


Ambassador Cooper. Senator Holland, I don’t think that is the 
basic thing. I think it is more concerned with what I have just said, 
plus another factor, that India has stood for a secular state. 

Pakistan stood for a theocratic Moslem state, 

I am sure that India has the idea that if the issue of Kashmir is 
decided upon a religious basis, then it brings into issue its theory of 
a secular state in India where Moslems live with Hindus. 

There are about 40 million Moslems left in India. 

T believe that is one of the issues there. 

Senator Erenper. Mr. Ambassador, awhile ago I understood you 
to say that you were not advocating that we vie with Russia in fur- 
nishing mater ials, money, and so forth, to India. 

What. would be your attitude if we were to continue this aid and if 
Russia should come in and do a little of that assistance? 

Ambassador Cooper. I think it is to the good of our long-term pur- 
poses if Russia helps finance some of the de ‘velopment i in Asia. 

Senator Evitenper. Let Russia show a talent in that direction and 
not let.us carry the whole burden. 

Ambassador Coorrr. I think that argument would be lost if we 
withdrew and did nothing. 

Senator Eitenper. I agree with you. 
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Ambassador Cooper. If Russia moves in with a certain project and 
a certain amount of money I don’t think we should rush right in and 
say we will do something too. 


CONTINUATION OF PROGRAM URGED 


What I am arguing is that we should (1) continue our own pro- 
gram and (2) dev elop a better program and keep at it. 

Senator Tuyr. Your technical assistance to help them to under- 
stand how to perfect a more modernistic type of community, sanita- 
tion, water, and also the development of their agricultural programs, 
that technical assistance program has been of great value to India? 

Ambassador Cooper. Yes. 

Senator Ettenper. They are so small, Senator. 

Senator Toys. I know. 

Senator Exxenper. I have visited many of these projects. 

Senator Ture. I have, myself. That is why I was so impressed 
with it. I saw the accomplishment of one American agricultural 
agent that had come from our midwestern area and he worked over 
there about a year’s time and it was so evident in the work that he 
had accomplished through the training of youth and that youth 
having gone back out into other communities and were creating the 
incentive to improve water, improve the simple curbing up of their 
street gutters. 

Senator E.tenper. Taking smoke out of the kitchen. 

Senator Tuyr. Those things were of great assistance. 

I could see the same thing applied right here in America 50 years 
ago, 30 years ago, and what improv ement to the rural communities 

Ambassador Cooper. I will give one example. 


UNTVERSITY EXTENSION SYSTEMS 


The Universities of Illinois, Ohio, Wisconsin, Tennessee, Kansas, 
have teams there and they work in five areas of India. Those teams 
are establishing in the agricultural colleges, an extension system 
which is very similar to the ones we have in our own country 

Senator Tuyr. But you are not going to accomplish it overnight. 
We did not in our own rural communities. 

Ambassador Coorrr. I give that as one example. There are many 
other examples. 

Senator Ture. That is my impression. 

Chairman Haypen. Mr. Ambassador, we appreciate your appear- 
ing before us today. 

‘Ambassador Cooper. I want to thank all of you for giving me this 
opportunity to appear before you. 

Chairman Haypen. The committee will recess at this time. 

(Thereupon, at 12:30 a. m., Tuesday, June 26, 1956, the committee 
was recessed, to reconvene subject to the call of the C hair.) 
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THURSDAY, JULY 12, 1956 


Untrep Strares SENATE, 
CoMMITTEE ON APPROPRIATIONS, 
Washington, D.C. 

The committee met at 10 a. m., pursuant to notice, in room F-37 
of the Capitol, Hon. Carl Hayden (chairman of the committee) 
presiding. 

Present : Chairman Hayden, Senators Chavez, Ellender, McClellan, 
Stennis, Clements, Saltonstall, Knowland, Thye, McCarthy, Mundt, 
Dworshak, and Dirksen. 


INTERNATIONAL CooPpERATION ADMINISTRATION 


STATEMENTS OF PERKINS McGUIRE, DEPUTY DIRECTOR OF THE 
INTERNAL COOPERATION ADMINISTRATION; MARKLEY SHAW, 
COL. H. H. CRITZ, AND HARRY T. CARTER OF THE INTERNA- 
TIONAL COOPERATION ADMINISTRATION; AND WALTER S&S. 
ROBERTSON, ASSISTANT SECRETARY OF STATE FOR FAR EAST- 
ERN AFFAIRS 


RESTORATION REQUESTED 


Chairman Haypen. The committee will be in order. 

We will take up the mutual security program today and the first 
item of the mutual defense assistance bill which the conference report 
authorizes in legislation allowed $2,225 millions. The House has al- 
lowed $1,675 millions, and the executive branch is requesting the re- 
storation of $550 millions. 

I have letters and other matter from Mr. Hollister, the International 
Cooperation Administrator, which I will place in the record at this 
point. 

(The material referred to follows :) 

INTERNATIONAL COOPERATION ADMINISTRATION, 
OFFICE OF THE DIRECTOR, 
Washington D. C., July 10, 1956. 
Hon. CARL HAYDEN, 
Chairman, Senate Committee on Appropriations, 
Washington, D. C. 

DEAR SENATOR HAYDEN: As the Senate Committee on Appropriations moves 
toward its final action on the mutual security appropriations bill for fiscal year 
1957, I should like to lay before you the most earnest request of the executive 
branch for the appropriation of the full amount of new funds now authorized 
and for the reappropriation of unobligated balances. 

You will recall that in asking the Congress for authority to continue the mu- 
tual security program of the United States next year, President Eisenhower de- 
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scribed the program to be ‘“* * * indispensable to the security of every American 
citizen and to the building of an enduring peace.” 

The full sum of new funds now authorized is $4,115,075,000. This is a-cut of 
$744,900,000 below the appropriation which the President requested for this 
program of vital importance to the American people. Any further reduction would 
have the gravest consequences. Yet, the House Appropriations Committee 
has now recommended a further cut of $689,955,000. Of this, the greatest part 
has been in the program of military assistance essential to maintaining the 
strength of the alliances which are vital to our own national security. The 
remainder has been taken from economic programs, defense support, develop- 
mental assistance, technical cooperation, and others. Although these amounts 
are small compared to the reduction in the military program, they would seriously 
impair programs important to the security and well-being of the United States. 

Iam attaching to this letter a brief statement relating to each of the cuts made 
by the House Appropriations Committee below the level for which appropriations 
are authorized. I sincerely hope that your committee will find it possible to re- 
store the full amount of these cuts made by the House Appropriations Committee 
below the already greatly reduced authorization requested by the President. 

There is one matter of language in the appropriation bill as reported by the 
Ifouse committee to which I should like to invite the particular attention of 
your committee. As you know, the present act prohibits the ‘obligation and/or 
reservation” of more than 20 percent of the funds made available under it dur- 
ing the last 2 months of the fiscal vear. The bill as reported by the House com- 
mittee not only continues this 20-percent restriction but makes it applicable to 
each individual appropriation item, rather than to the fund as a whole. The 
existing provision has compelled what I believe to be unreasonable and perhaps 
even wasteful haste in the obligation of funds. The new provision would create 
a system so administratively cumbersome as to be almost unworkable. 

At the urgent request of the executive branch the authorizing legislation now 
includes a provision allowing an additional 3 months period beyond the fiscal year 
during which up to 25 percent of the funds appropriated for economic programs 
may be obligated. 

I believe that the removal of the existing prohibition on obligations during 
the final 2 months of the fiscal year and the addition of the 8 months’ period for 
obligation of 25 percent of the economic funds would allow a more businesslike, 
effective, and economical use of funds appropriated for these programs. A more 
detailed statement on this matter is attached. 

Yours very sincerely, 
JouNn B. HOLLIsTer. 


ANNEXES TO LETTER OF JULY 10, 1956, FRom Mr. J. B. Hovtrtister to Hon. Carn 
HAYDEN, CHAIRMAN, SENATE APPROPRIATIONS COMMITTEE 


1. Military assistance. 

2. Defense support, Europe. 

3. Defense support, Near East and Africa. 

1. Defense support, Asia. 

5. Defense support, Latin America. 

6. Development assistance and regional fund appropriations. 

7. Technical cooperation, general. 

8. United Nations expanded program of technical assistance. 

% United Nations Refugee Fund. 

10. Escapee program, 

11. Ocean freight charges, voluntary relief shipments. 

12. Administrative expenses, nonmilitary, section 411 (b). 

13. Foreign research reactor projects. 

14. Reappropriation of unexpended balances. 

15. Restriction on the obligation of funds in the last 2 months of the fiscal year 
(sec. 105, H. R. 12130). 

16. Special provision on 15 months’ availability of certain nonmilitary funds. 

17. Amendment of section 108 of the Mutual Security Appropriation Act, 1956. 
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ANNEX No. 1 


MILitAry ASSISTANCE 


President’s appropriation request... _____ ; : _.__.-. $3, 000, 000, 000 
Authorization bill 
Previously authorized (infrastructure ) 


Total 


House Appropriations Committee bill: 
General authorization ; ; , 675, 000, 000 
Infrastructure__ 60, 000, 000 


Xoo) ae ; ae ; : : 1, 735, 000, 000 


Amount now requested : 
General authorization Se . ; scpecan, tg dete Ck, 
Infrastructure ree en : 75, 000, 000 


TI oo sticn) & ce : ‘ 2, 300, 000, 000 


H. R. 12130, as reported by the Committee on Appropriations of the House of 
Representatives, would effect a reduction of $1.265 billion (or approximately 40 
percent) in the President’s request for appropriations of $3 billion for the mili- 
tary assistance program for fiscal year 1957. 

Before discussing the effects of such a reduction upon the military assistance 
program, it is appropriate to review the basic concept under which this program 
is being carried out. 

The military assistance program is one of a series of related and coordinated 
steps taken by the United States, in conjunction with its allies, to meet the 
realities of the world situation. 

It reflects a realization that the United States must have allies in order to 
cope successfully with either a cold or hot war waged by the Communist block 
of nations. It likewise reflects the acceptance by our allies of the concept of 
collective defense. 

Their own defense plans and related programs are developed in conjunction 
with planned United States military assistance. 

We have sought collective strength for the free world through multilateral 
arrangements, such as the North Atlantic Treaty, and bilateral defense treaties 
with such countries as Taiwan, the Philippines, Japan, and Korea. 

United States military assistance is a part of a mutual effort in which each 
ally is expected to contribute Commensurate with its capabilities. It is impor- 
tant to recognize that our support of foreign forces has been supplemented by 
large expenditures by those allies on their own. 

Under this concept of mutuality, the Department of Defense was charged 
with the development of the estimates of requirements for fiscal year 1957. 
Utilizing all of its resources, including the best information from the MAAG’s 
and the overseas unified commands, as well as the Washington staffs, of the 3 
military departments, and, most of all, careful coordination with the countries 
concerned, the Joint Chiefs of Staff recommended that a program in the magnitude 
of $3 billion would be required to carry out the minimum security requirements 
of the United States. 

This program was not built by selecting a figure and then fleshing out the 
content. Rather, the requirements were computed by our MAAG’s, working 
in close conjunction with the nations involved, These amounts were then 
screened by the unified commands and the military departments in Washington, 
and finally recommended by the Joint Chiefs of Staff as the minimum necessary 
for funding in fiscal year 1957. The resultant figure was $3 billion. 

For the past 2 years the Congress has made sizable reductions in the requested 
military assistance program. ‘These reductions were based on the assumption 
that unexpended balances from previous years could provide for many of the 
new requirements which had developed and for which new money was requested. 

This could not be done since the unexpended balances were necessary to fill 
existing deficiencies in the forces being supported. As a result, many of the 
new requirements arising over the past 2 years have never been funded. Today 
we have reached a point where we must meet these requirements or accept a 
deterioration in the forees of our allies. 
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It is well to keep in mind what we seek to accomplish through our military 
assistance program. In the overall, of course, we seek through various collective 
measures and programs (of which military assistance is but one) the security 
of the free world. But, limiting our focus to the direct part which the military 
assistance program plays in assuring the security of the United States, the 
objectives are: 

1. Maintaining the political and military advantages which flow from 
our system of alliances; 

2. Maintaining, as a nucleus of resistance allied indigenous forces equipped 
with United States arms and trained in United States military methods; and 

3. Maintaining United States bases overseas. 

The advantages of a system of alliance have been the basis upon which this 
country has joined North Atlantic Treaty Organization, South East Asia Treaty 
Organization, and the various bilateral defensive agreements. It is the exist- 
ence of the mutual security program, and more particularly the military assist- 
ance and defense support portions of the program, which has led other nations 
of the free world to increase their military efforts and to integrate their defen- 
Sive arrangements with those of the United States. 

Our second objective, which grows out of the first, i. e., providing the initial 
nucleus of resistance through indigenous forces, until United States strength 
can be brought to bear, is best represented by our program in the Republic of 
Korea. Having determined that the maintenance of a free and independent 
Korea is of itself desirable and is essential to the security position of the United 
States in the Western Pacific, one need only compare the situation with regard 
to the Korean forces at the outbreak of the Korean war with the situation 
today to realize the value of the military assistance program to our own security. 
Indigenous Korean forces are now providing the vast bulk of the defensive 
strength in that area. Without the military assistance program and its related 
defense support program, a sizable Korean defense establishment would be 
impossible. 

In the event of renewed hostilities in that area requiring logistic support 
or active participation by the United States, the advantages accruing from 
standardized equipment or training are obvious. Also obvious is the advantag 
of strongly trained allied forces in being. 

With regard to the part played by overseas bases in the strategy adopted for 
the defense of the United States and the free world and with regard to the 
part played by the military assistance program in assuring the availability of 
these overseas bases, Admiral Radford testified at length before the Senate 
Appropriations Committee. There is no doubt that without overseas bases we 
would need a very much larger United States Military Establishment to be 
maintained at a cost greatly exceeding that of the military assistance program. 

Those, in brief, are the principal objectives which are sought through the 
program for which the President requested the appropriation and $3 billion 
for fiscal year 1957. The Congress, through reducing the authorization of appro- 
priations for fiscal year 1957 to $2.3 billion has already determined that in its 
judgment the essential security of the United States sought through this program 
can be obtained at a lesser cost than that determined to be necessary by the 
executive branch. The Department of Defense will, of course, use its best efforts 
to obtain the greatest possible results within the availability of these funds. 
It would be idle to pretend, however, that the same security can be achieved 
for $2.3 billion as could be achieved with the availability of the requested $3 
billion. 

A further cut in the availability of funds, as proposed by the House Committee 
on Appropriations for this program, would, we earnestly believe, reduce the se- 
curity of the United States by inverse geometric progression. 

The programs planned for Korea, Turkey, Taiwan, Pakistan, Japan, Greece, 
Iran, and Vietnam, total approximately $1.5 billion. The fixed costs which must 
first be met total an additional $255 million. Therefore, the action of the House 
committee obviously would require total abandonment of our programs for 
European NATO countries, Spain, Yugoslavia, Latin America, and our other im- 
portant partners in the Middle East and Far East, or drastic reductions in the 
programs for those key countries which border on Communist territory and all of 
which support military forces in excess of their present economic capability. 

The House Appropriations Committee report makes five statements or assump- 
tiens which appear to be erroneous. Since these assumptions and statements 
are given as reasons for limiting the appropriation, the validity of the House 
action should be reexamined. The 5 erroneous statements or assumptions are: 
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(1) That the military will “actually have between 700 and 800 million dollars 
more unexpended and in the pipeline as of June 30, 1956, than they had anticipated 
a year ago”; (2) that “it is extremely doubtful that total expenditures for fiscal 
year 1956 will exceed $2.1 billion; (3) with reference to the estimate of fiscal 
year 1957 expenditure of $2.9 billion, “the committee is inclined to believe that 
even the original estimate of $2.5 billion is optimistic; (4) that “even at the max- 
imum projected rate estimated for 1957, funds available would cover a period of 33 
to 34 months”; (5) that since ‘“‘most of the items have been and are being deliv- 
ered from inventories on hand in the military departments” * * * (and since) 
* * * “there is an increasing trend toward a maintenance rather than a buildup 
program” * * * “the committee concludes that the stated average lead time of 2 
years is excessive.” 

1. With reference to item (1) above, it is pointed out that (1) the net cut in 
requested fiscal year 1956 appropriations of $400 million decreased our anticipated 
unexpended balance as of the end of fiscal year 1956 by at least that much, and (2) 
that the existing unexpended balances have been taken into consideration 
in presenting the proposed fiscal year 1957 program. 

2. Contrary to the opinion expressed in the House committee report the De- 
partment of Defense reaffirms its estimate that total expenditures for fiscal 
year 1956 will reach $2.2 billion. 

3. The Department of Defense reaffirms its estimate of expenditures for fiscal 
year 1957 at $2.9 billion. It is clear to us that actions already taken and which 
will be taken will bring expenditures substantially above our original $2.5 bil- 
lion estimate. 

4. Contrary to the statement in the House committee report, if appropriations 
for fiscal year 1957 were limited to the $1,735 million, the estimated rates of 
expenditure ($2.9 billion in fiscal year 1957 and $3.2 billion in fiscal year 1958) 
would exhaust available funds ($6.8 billion) in less than 27 months. 

5. The premises on which the committee concluded that the stated average 
lead time is “excessive” are false. (1) Fewer and fewer items are being deliv- 
ered now from inventory, and it must be remembered that the lead time of those 
items to be delivered from inventory is in most cases the lead time of the “re- 
placement” item. Moreover, the fact that a program is one of “maintenance 
rather than a buildup program” tends to increase, rather than decrease, lead 
time, if, as was the case, the original buildup equipment consisted largely of 
equipment which did not have to be replaced. 


NO-YEAR FUNDS 


Finally we believe it desirable to reiterate and emphasize the importance of ob- 
taining “‘no year” funds. H. R. 11356, as agreed in the conference committee and 
accepted by the House, authorizes military assistance appropriations to remain 
available until expended. H. R. 12130 which makes appropriations pursuant to 
the authorization of the former bill does not provide for “no year” funds. From 
the standpoint of sound administration, it is essential that funds be appropriated 
on a “no year” basis. 

With respect to “no year” funds, the legislative history underlying the execu- 
tive branch recommendations indicates that of the 4 committees having cogni- 
zance over the affairs of the military assistance program, 3 have annually sup- 
ported the proposal that funds shall remain available until expended. However, 
the House Appropriations subcommittee has regularly opposed the proposal and 
deleted the necessary language from the appropriations legislation. 

The provisions of section 108 of Public Law 208 permits the Department of 
Defense to procure and deliver common military items without unreasonable dif- 
ficulty insofar as fund availability is concerned, but in the administration of that 
portion of its appropriations used directly for obligation against the procurement 
of items and services other than common items, the Department is occasioned 
unnecessary expense and delay by the limitation of 1-year funds. 

The facilities assistance, mutual weapons development, and off-shore procure- 
ment programs, as well as Navy shipbuilding portions of the military assistance 
program, are examples of areas where efficiency of operation could be very much 
improved if funds were made available until expended. The first three of these 
programs require financial participation on the part of other govenments. It 
is the United States which initiates and encourages the development of these 
projects to further the security of the United Sates. The tighter our negotiating 
position, the longer the time required to consummate the agreements. The repre- 
sentatives of the governments with whom we deal have their own restrictions 
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and limitations, so that scheduling and completion of negotiations does not lie 
solely within the control of the Department of Defense officials. The existence 
of a limitation on the obligations that may be incurred in May and June and 
the mandatory requirement that contracts be executed before the end of the 
fiscal year, have the undesirable effect of giving more weight to the timing of the 
contracts than to their substance, when it is the latter, of course, which is of 
gréater importance. 

In the administration of the military assistance shipbuilding program, the 
Department of the Navy utilizes the technical services and administrative pro- 
cedures applicable to the regular United States shipbuilpding program, which are 
based on the premise that necessary funds are on hand prior to the initiation of 
construction and will remain available for obligation and expenditure as work 
progresses from the laying of the keel to the final outfitting and post trial repairs. 
The work covers a time span of anywhere from 1% to 7 years. The availability 
of funds throughout the construction period without regard to fiscal year, per- 
inits efficiency and flexibility not possible in the military assistance shipbuilding 
program under the 1-year appropriation concept. Because of the restrictions im- 
posed by current legislation, the Navy Department is required to carry on the 
nilitary assistance shipbuilding program on a year-to-year piecemeal basis with 
an organization and administrative procedures which are geared to operate a 
shipbuilding program over a much longer time span. Historically, the United 
States Navy has operated its shipbuilding program for over 100 years under 
legislation which has permitted the funds to remain available until expended. 
There is evidence of shipbuilding appropriations of a continuing nature dating 
as far back as 1794. 

For the reasons stated above the executive branch urges the appropriation by 
the Senate of the full amount (82.3 billion) authorized for military assistance 
for fiscal year 1957, and renews the request for “‘no-year” funds. 

The limitation for administrative expenses to carry out the purpose of title I of 
chapter 1, and section 124 of the Mutual Security Act of 1954, as amended, as 
contained in H. R. 12130 is too restrictive and will not permit the Department of 
Ioefense to administer the military assistance program in an orderly manner. 
The limitation of $23 million amounts to approximately the cost of such adminis- 
trative expenses for the fiscal year ending June 30, 1956, and makes no provision 
for proposed increase of overseas mission expenses, principally incident to the 
evpanded program in the Far East, and for an additional amount partially to 
uhsorb the administrative expenses at the department level which are now 
borne by the military departments. 

It is requested that the Senate Committee on Appropriations increase this 
limitation for administrative expenses to $25 million in its consideration of 
If, R. 12130. The increase would restore the availability for this item to the 
amount proposed by the President in his communication dated March 19, 1956 
‘House Doc. No. 360). 





ANNEX NO, 2 
DEFENSE SUPPORT, EUROPE 


President’s appropriation request LL saadcce sib ieee $4141 Leics OO sD GOD 
ARIROTIEOIION. Gh. benaaae-vieniieaetendantticnasood: siteidead . 71,200, 000 
House Appropriations Committee bill BSH C4 63, T00, 000 
Amount, 1kOW TAD BARCOG cere Bowe da will te HL aebinne~ be nase 71, 200, 000 


The $15 million eut proposed in the House Appropriations Committee bill for 
Defense support, Europe would seriously impair the important programs 
planned under that authorization. The $45 million planned for Spain is 
of primary importance to United States interests and is related to the 
acquisition of important military base facilities rights. The $3.7 million planned 
for technical exchange is the minimum needed to continue on an adequate 
basis this highly effective cooperative program. If the President makes the 
determinations required under the authorization bill for continuation of as- 
sistance to Yugoslavia, that will reaffirm the vital importance of such assistance 
to the interests of the United States. A heavy cut in the program for Yugo- 
slavia (which will largely consist of surplus agricultural commodities) could 
seriously affect Yugoslavian defense forces and weaken her ability to resist 
Soviet penetration, and would force Yugoslavia to rely entirely on Soviet assist- 
ance, on any terms, to meet urgent requirements. The considerations which are 
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the basis for the present United States policy toward Yugoslavia are set forth in 
a letter from Secretary Dulles to Senator George dated June 13, 1956, a copy of 
which is attached. 
DEPARTMENT OF STATE, 
Washington, D. C., June 13, 1956. 

DEAR SENATOR GEORGE: I welcome the opportunity presented by your letter of 
June 6 to make it clear that the Department vigorously opposes Senate bill 4001 
which seeks to cut off all United States assistance to Yugoslavia. 

Within the past 6 months, the executive branch of this Government, with the 
participation of the President, has reviewed the question of United States policy 
toward Yugoslavia, and both the programs now being implemented and those pro- 
posed in the mutual security bill before your committee are consonant with and 
in support of the national policy thus established. 

During the deliberations at all levels which preceded the final formulation 
of United States policy in the executive branch, all of the many and frequently 
complicated factors which enter into United States relations with Yugoslavia 
were given the most careful attention. In their own independent deliberations 
on mutual security programs for Yugoslavia, the members of your committee, and 
of the entire Senate, may find helpful the following summary of the principal 
considerations which weighed most heavily with the executive branch in deter- 
mining the final policy adopted. 

It was agreed that the American attitude toward Yugoslavia had to be formu- 
lated in the context of the overall foreign policy of the United Staes which seeks 
to meet the basic challenge to American national security and economic well- 
being emanating from the Soviet Union. The expansionist tendencies of the 
U. S. S. R. have been particularly apparent in Europe, where the U. 8S. S. R. 
now sits astride the middle of the continent and has stifled all but the illusory 
sovereignty of a number of once independent countries in Eastern Europe. In 
this area, only one nation, Yugoslavia, has had both the opportunity and the 
steadfastness to stake its virtual existence as an independnt state on a defiance 
of Moscow’s ambition to dominate it, and the United States can take satisfaction 
from its record of support for Yugoslavia during the recent years of crisis. 

It is natural, of course, that the focus of attention today rests on Yugoslavia’s 
present position, which is symbolized in part by the visit of President Tito to the 
U.S. S. R. In essence, however, this visit, like the widely noted trip of the Rus- 
sian leaders to Belgrade in May 1955, marks an acceptance by the Soviets of the 
defeat of their efforts to press Yugoslavia into the satellite mold. It is no wonder, 
therefore, that the Kremlin is trying to gloss over the failure of its anti-Tito pol- 
icies from 1948 through 1953 by assidiously wooing Belgrade and by working to 
undermine the manifold Yugoslave ties with the West built up since 1948. 

Since the Yugoslav regime is a Communist one, it is understandable that its 
leaders now look hopefully to the Kremlin to rescue the U. 8. 8S. R. and the world- 
wide reputation of communism from the disrepute to which the totalitarian sys- 
tem perfected by Stalin brought it. In that sense, the United States cannot 
overlook the tendencies in Yugoslavia toward rapprochement with the Soviet 
Union induced both by ideology and by the memories of long Communist Party 
collaboration prior to 1948. Also to be taken into account is the weakness of the 
Yugoslav economy which still requires much help from abroad and which can- 
not afford to pass up the relatively generous offers of credits and trade from the 
Soviet orbit. Finally, the Yugoslavs have welcomed and seek to take advantage 
of the normalization of their formerly beleaguered frontiers with the neighboring 
Soviet orbit countries. 

None of this obscures the fact, however, that decisions of Yugoslav Govern- 
ment problems and policies are being made in Belgrade and not in Moscow. To 
be sure, many of these decisions in the foreign-policy field do not correspond with 
our own. This is partly understandable in the light of Yugoslavia’s different 
geographical, economic, historical, and ideological circumstances. Yet there 
has been no credible evidence that President Tito wishes or is going to enter 
into a subservient status vis-a-vis the Soviet Union. Moreover, it is illogical 
that he should wish to do so, especially in view of his presently favorable inter- 
national position vis-a-vis East and West, and of his record since 1948, unless 
dire economic necessity forces him to become overdependent on the U. 8. S. R. 
without the alternative availability of American assistance. The Yugoslav por- 
tion of the pending mutual security legislation is designed to contribute toward 
preventing that situation from arising. Its enactment would also be a Sign 
to other West European countries, almost all of which have cordial relations 
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with Yugoslavia, that the United States, as of the present, sees no cause for a 
major shift in its Yugoslav policy. Such an American judgment would coin- 
cide with the conclusions reached lately by a number of responsible West Euro- 
pean statesmen. 

It is evident that the state of United States-Yugoslav relations has important 
implications for Eastern as well as Western Europe. Docile as they have been 
in Soviet hands, the satellite chieftains cannot fail to have secretly admired 
Belgrade’s resistance to Moscow in the cause of national independence and to 
be envious of Moscow’s present generosity toward Yugoslavia as compared with 
its parsimony toward themselves. Undoubtedly, these rulers will be anxious 
to take advantage of whatever greater degree of independent action is per- 
mitted them by the new Soviet leadership, and it may well be useful for them 
to know that the United States is holding to its record of assisting nations, such 
as Yugoslavia, which make efforts to assert and preserve their independence. 

Tam aware that there is considerable criticism in this country of the system of 
government now prevailing in Yugoslavia. Properly speaking, the nature of 
another nation’s regime is of no official concern to the United States Govern- 
ment, provided that such regime is not associated with the worldwide move- 
ment still directed from Moscow with the aim of subverting the independent 
states not in the Soviet bloc. Yugoslavia does not now seem to be cooperating 
with this phase of Soviet endeavor and, indeed, gives indications of its dis- 
approval of the continued Soviet effort to expand its orbit and “export” its revo- 
lution. Still, I should make clear that this Government recognizes that a dic- 
tatorship prevails in Yugoslavia and that an unfortunate denial of some human 
freedoms still persists there. On the other hand, fairness requires that this 
situation be compared with the Soviet-type political conditions prevailing in 
Yugoslavia 8 years ago, and any such comparison will demonstrate that there 
have been substantial ameliorations for the average citizen brought on both by 
the regime's critical reexamination of some of its own tenets and practices and by 
the influence of its expanding official and unofficial contacts with the West. 

In reviewing the elements which have entered into the recent formulation by 
the executive branch of United States policy toward Yugoslavia, I have, to be 
sure, not meant to imply that this evaluation was final and definitive for the 
Executive. As you know, procedures are in operation within the executive 
branch to insure that all policies toward individual countries are kept under 
continuing review regarding their effectiveness and correctness, and this applies, 
of course, to the Yugoslav case. It is our aim to remain alert to the implica- 
tions of new international developments for existing programs, and before new 
appropriations were obligated for Yugoslavia, the Department would in any 
event review the then-current situation, whether there were a congressional 
mandate to this effect or not. It is my hope, however, which I know the Presi- 
dent has shared, that the Congress will not want to deprive us of the instru- 
mentalities and funds whereby the executive branch will be enabled to pursue 
the flexible policy toward Yugoslavia which is needed to counter the present 
Soviet drive to retrieve its own failure in Yugoslavia since 1948. 

Sincerely yours, 
JOHN Foster DULLEs. 





ANNEX No. 3 
DEFENSE SUPPORT, NEAR FAST AND AFRICA 
President’s appropriation request_________._____ sit vdéusciicoacne SO CG00 
Authorizing bill______ saivllesadbinia achicha tanh hetetsss hin nade nd coves Maes 2: 170, 000, 000 
House Appropriations Committee bill___-_______ dtctwnaiin wade. «2B 000;000 
ADRES 10 DOIN gcse retinas iting din tibia lee re a 170, 000, 000 


The cut of $5 million proposed by the House Appropriations Committee in the 
amount authorized and requested for defense support in the Near East and 
Africa is inconsistent with the needs in this area. 

Recent developments in this area, and particularly in Turkey, are considered 
most likely to increase requirements above those levels included in the original 
request of the President. This cut will intensify the problem of meeting existing 
and potential requirements for Turkey, as well as essential requirements for 
Greece and Iran. 

The restoration of the $5 million cut proposed in the amount authorized is 
earnestly requested. 
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ANNEX No. 4 
DEFENSE SUPPORT, ASIA 


President's appropriation request $882, 000, 000 
Authorization bill 8&2, 000, 000 
Hfouse Appropriations Comniittee bill__ _. 865, 000, 000 
Amount now requested 882, 000, 000 


There has been no new developments affecting aggregate Defense Support re- 
quirements for the Asian countries which would justify the proposed $17 million 
cut in the $882 million total recommended for these countries in fiscal year 1957, 
or make possible the absorption of such a cut without endangering achievement of 
the purposes for which these funds were requested. The level of 2ssistance pro- 
posed for fiscal year 1057 reflects the amount believed essential to enable coun- 
tries in the region to sustain their defense efforts and to achieve satisfactory 
progress in their basic development. 

This does not mean that possibilities may not arise during fiscal year 1957 to 
reduce the cost of programs in certain countries of the region. On the other 
hand, there already are indications (which are the subject of a separate classi- 
fied paper available to the Senate Appropriations Committee) that the objectives 
we are seeking to achieve in certain other countries will require more than the 
amounts submitted to the Congress. As far as can be presently foreseen, any 
downward revisions in aid levels that can be effected during the year will be 
counterbalanced by anticipated upward revisions, leaving aggregate require- 
ments for the region not lower than the $882 million proposed. 

During the past month, Communist bloc countries have made more aggres- 
sive approaches in this area. For the region as a whole, fiscal year 1957 seems 
certain to be marked by still further attention from the Sino-Soviet group. 
This is not the time, therefore, to show decreased United States interest in the 
economic problems confronting these countries. 


ANNEX No. 5 


DEFENSE SupPoRT, LATIN AMERICA 


President’s appropriation request (development assistance)_____--_ $27, 000, 000 


Authorization bill (defense support ) ge Ec : ‘ sal 52, 000, 000 
House committee appropriation bill (defense support) ....________ 35, 000, 000 
Amount now requested (defense support) —~-----~~- 52, 000, 000 


The authorization bill authorizes the appropriation of $52 million for defense 
support in Latin America. 

Of this $52 million, $37 million is authorized for fiscal year 1957, to be used 
for assistance designed to sustain and increase military effort or political or 
economie stability in the region, primarily Bolivia and Guatemala. The remain- 
ing $15 million are authorized to remain available until expended, and is to be 
used for basic economic development purposes, with emphasis to be given to 
health, education, and sanitation projects, and to land-resettlement programs 
which will advance economic development. Seventy-five percent of this $15 
million is required to be used on a loan basis. 

The appropriation proposed in the House committee bill presumably was 
based on the $37 million authorization contained in the House version of the 
authorizing bill and apparently did not take into account the authorization for 
an economic development fund for Latin America which the Senate added in the 
authorizing bill. 

The executive branch requested $27 for defense support in Latin America, and 
supported a $5 million increase in that amount voted by the Congress in the 
authorizing bill and intended for Guatemala. It therefore continues to support 
an appropriation of at least $32 million for regular defense-support purposes in 
Latin America (as distinguished from the special economic development fund). 
The final authorizing language appears to require that $15 million out of what- 
ever amount is appropriated for defense support in Latin America must be set 
aside for the purposes of basic economic development in accordance with the 
last sentence of the authorizing language (sec. 131 (ec) (4) of the Mutual Seeur- 
ity Act of 1954, as amended). Therefore, in order to provide the $32 million 
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needed for regular defense support, an appropriation of not less than $47 million 
is essential, 

The executive branch did not request the second $5 million increase in the 
regular defense-support authorization (intended to be available for use ih the 
region generally), nor the $15 million economic development fund. However, the 
executive branch believes that these sums can be used effectively for the author- 
izeql purposes. Therefore, the executive branch feels that an appropriation of 
the full $52 million authorized is justified. The executive branch further re- 
quests that the $15 million for the economic development fund be made available 
until expended, us is provided in the authorizing bill. 


ANNEX No. 6 


DEVELOPMENT ASSISTANCE AND REGIONAL FUND APPROPRIATIONS 


President's: appropriation requestas—<c.5 seuss ou scans _ $843, 000, OOO 
Authorization bill___ eh deeb en SEES de ees western 
House Appropriations Committee bill.-......-______-_______ _ BBO, OOO, GOO 
Amount now requested____---_---__ Ottis Ji stl wate sinees!) BO67080,,000 


The executive branch requested of the Congress $343 million for development 
assistance for the Near East and Africa and for Asia; for the Asian development 
fund and for the Middle East fund. The authorization bill now provides $293 
million for these purposes in one account without specifying a breakdown. The 
House Appropriations Committee bill, reported prior to the passage of the 
authorizing bill, appropriates $230 million for these purposes, divided into 
separate appropriations, as follows: 


{In millions of dollars] 


Executive Authoriza- | House appro- 
| branch tion bill priatio 
request bill 

——— | ~ — 
Development Assistance, NEA ---| 63 60 
Development Assistance, Asia | sO |t 93 70 
Asian Development Fund (Reg ulti disalalin 100 | Toe 0 
Middle East Contingency Fund UE. Wat ae 100 100 
MEL: awh wacom nirnece cis aedeteedineieewinianeieaieod | 343 | 293 | 230 


This amounts to a cut of almost 33 percent in the total amount requested by 
the President for these purposes. This heavy cut in the consolidated authoriza- 
tion would require a major curtailment in the total assistance originally planned 
for development assistance in Asia, the Near East, and Africa and under the 
Asian and Middle East funds. It is strongly urged that a single appropriation 
of the full $293 million authorized be made for this purpose. 

A substantial cut in the programs originally planned under the Asian fund 
(now included in the consolidated development assistance authorization) would 
have very serious consequences. 

This fund represented an important new program for the United States. The 
countries of free Asia have had virtually no experience in working together to 
solve the urgent economic development problems with which they are faced. In 
this sense, the fund has provided the United States with a significant tool to 
encourage Asian self-help through cooperative multicountry efforts to solve 
common problems. A beginning has been made to stimulate Asian recognition 
and action in cooperating together. It is urgent therefore that sufficient funds 
be available to accelerate progress toward a more regional approach during 
fiscal year 1957 in order to sustain the momentum that has been created by the 
establishment of the fund. A series of significant projects (including the Asian 
Nuclear Center) have been initiated or are under active development which 
would require all of the $100 million made available last year. Several other 
preliminary proposals have been made which appear sufficiently meritorious to 
warrant detailed exploration. We cannot effectively carry on negotiations re- 
garding these projects unless funds are available to finance them. 

A substantial cut in the programs originally planned for development assist- 
ance in Asia and in the Near East and Africa (now also included in the con 
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solidated development assistance authorization) would impair programs in this 
critical area of the world which are of utmost importance to United States 
interests. 

Even within the appropriation originally requested by the executive branch 
($348 million), no provision, or inadequate provision, was made for two specific 
potential requirements which have developed since the time that request was 
formulated. The circumstances relating to these requirements, which are 
presently classified, have heen made available separately to the committee. 

Moreover, the need for funds for the Middle East and Africa appears to grow 
greater as time passes. The executive branch request for the special authoriza- 
tion for the Middle Fast and Africa was based in part upon the need to respond 
effectively and imaginatively to the challenge presented by the Soviet bloe in 
economic penetration. The events of recent weeks indicate that the Soviet bloc 
has not lessened its activity in this field. Requirements will almost certainly 
develop in Moroeco, where we have important base arrangements, in Tunisia, 
and in the Sudan. Furthermore, the use of the Middle East contingency fund 
was not limited to development assistance; its use was authorized in countries 
now receiving, or eligible for, defense support. In view of the substantial pro- 
spective requirements in this category, the funds allocated by the House Appro- 
priations Committee to the Middle East fund cannot be counted upon to finance 
Asian regional projects or the special bilateral programs which now appear in 
prospect in southeast Asia. 

Within the amount authorized by the conference bill, the executive branch 
will be extremely hard pressed to meet the known and potential requirements for 
ussistanece of a developmental character. Under the action proposed by the 
House Appropriations Committee, the United States would have no alternative 
but to default on some one or more of its urgent requirements. 

The sum of $293 million is needed. It is believed that the 4-year availability 
of these funds provided for in the authorizing bill would facilitate more effective 
and efficient use of the funds. The executive branch, therefore, requests that 
this appropriation be made available until June 30, 1960, as authorized. 


ANNEX NO. 7 
TECHNICAL CoOPERATION, GENERAL AUTHORIZATION 


President's appropriation request $140, 500, 000 
Authorization bill _.. 140,500, 000 
House Appropriations Committee bill- ee ‘hei _. 135, 000, 000 
Amount now requested 5 _...__. 140,500, 000 


The executive branch believes that appropriation of the full amount author- 
ized ($140,500,000) is justified. 

The House Appropriations Committee report explains the $5.5 million cut 
in the amount requested and authorized as follows: 

“In recommending less than the budget request, the committee took into 
account two factors: (1) The large increases approved for this program for 
the past 2 years: and (2) The difficulties in recruiting trained technicians for 
overseas assignments and resulting delays in filling authorized positions * * *, 
The committee feels that a more modest rate of increase than that proposed by 
the executive branch for fiscal year 1957 will result in a more effective and 
efficient program.” 

1. The executive branch feels that the requested increase from $127.5 million in 
fiscal vear 1956 to $140.5 million in fiscal year 1957, an increase amounting to $15 
million, is a sound inerease which is amply justified by the experience which 
has been acquired in the operation of these valuable programs. Approximately 
$10 million of the requested increase is for the Far East and Latin America. 

(a) In the Far East, the increase would make possible an important 
expansion in Japan, and the continuation of orderly growth in our techni- 
cal-cooperation programs in such important countries as Cambodia, Indo- 
nesia and Vietnam. Also, 2 $1 million program for Ceylon is included for 
the first time. 

(b) In Latin America, where one of our most important contributions to 
the area is in the form of technical cooperation, further modest expansions 
are scheduled under the executive branch request in such countries, among 
others, as Boliva, Brazil, Ecuador, and Peru. The modest increase in techni- 
eal cooperation for Latin America is in accord with the policy of the United 
States (announced at the Inter-American Economie Conference held in 
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Rio de Janeiro in December 1954) for diversification and expansion of the 
technical-cooperation program in that region. 

(c) In Africa, countries newly independent in the last year may seek 
technical assistance from the United States, resulting in the initiation of 
additional programs for which funds were not requested. 

(d) For all areas, a new field of activity, training in the peaceful uses of 

. atomic energy, is included amounting to over $700,000. 

Finally, with regard to the statement in the House Appropriations Committee 
report that there have been large increases in this program in the past 2 years, 
it should be noted that $12 million of the $14.5 million increase in the actual pro- 
gram level of technical cooperation from fiscal year 1955 to fiscal vear 1956 result- 
ed simply from a shift in the source of financing for a portion of the assistance for 
four countries (Korea, Vietnam, Cambodia, and Loas) from the defense support 
aid category in fiscal year 1955 to the technical-cooperation category in fiscal 
year 1956. Thus the actual increase in fiscal year 1956 in the level of previous 
fiscal year 1955 technical-cooperation country programs was only $2.5 million. 

2. The request by the executive branch has been carefully pretested from 
the point of view of our ability to recruit the technicians scheduled. Insofar 
as it is possible to predict success in recruitment, there is a good prospect that 
the technicians called for under the executive branch request can be recruited. 

For these reasons, the executive branch believes that the appropriation of the 
authorized $140.5 million is justified. 





ANNEX NO. 8 
UNITED NATIONS EXPANDED PROGRAM OF TECHNICAL ASSISTANCI 


President’s appropriation request____~- ; $15, 500, 000 
Authorization bill _._..-.-_-- 15, 500, OOO 
House Appropriations Committee bill ; _. 10,000, 000 
Amount now requested_-_- eo etctetcbaecs ~~ 15,500, 000 


The cut of $5.5 million proposed for the U. N. expended technical-assistance 
program will injure that program severely. The work of the specialized agencies, 
through which the program is carried out, would necessarily have to be seriously 
curtailed ; $5.5 million is approximately 19 percent of all the funds estimated to 
be received for calendar year 1956 operations. 

The House Appropriations Committee registered three points of dissatisfaction 
with the U. N. program. First, the House committee states that the various 
U. N. agencies receiving funds from the expanded program also receive United 
States support through State Department appropriations. This is true. How- 
ever, the fact is that funds available under the assessed budgets of the U. N. 
agencies are used primarily to finance their reguiar activities. 

For several years prior to 1950, when the U. N. expanded program of technical 
assistance was started, the specialized agencies of the U. N. were still relatively 
new and their resources then, as they are now were limited in comparison with 
the job that had to be done. It was apparent to this Government and to many 
others that the regular programs which the specialized agencies could afford were 
not enough to meet the urgent needs in many parts of the world. This need was 
compelling in the face of the direct and indirect efforts of the Soviet bloc to 
expand its influence by undermining nations already weakened by inadequate 
development, and by widespread hunger, disease and ignorance. 

It was under these circumstances that numerous members of the U. N. 
decided that a special fund for technical assistance to be derived from voluntary 
contributions was necessary to supplement the work which the specialized 
agencies could do under their regular budgets. Contributions to this new pro- 
gram were put upon a voluntary basis since it was recognized that most coun- 
tries would be unwilling to subject themselves to assessment for a program of 
the size required. The need for technical assistance is still great. Certainly 
there has been no change since 1950 in the fundamental reasons for helping the 
less-developed nations. Furthermore, it is significant to note that the modest 
increases in the regular budgets of the specialized agencies have not been suffi- 
cient to meet the situation. 

Second, the House Appropriations Committee states that a certain amount of 
duplication continues to exist between the U. N. program and the bilateral 
technical-assistance program of the United States. Actually duplication between 
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multilateral and bilateral technical-assistance activities has been virtually 
eliminated. Both at headquarters and in the field, exchange of information and 
consultation between U. N. and United States officials have produced results 
which tend more and more to bring about a coordinated use of joint resources for 
a common objective. Some projects may sometimes carry the same label on 
the program sheets; these are, however, either complementary aspects of a single 
activity or the same type of activity carried on in different sections of the same 
country. It is also true that coordination between bilateral and multilateral 
activity can be more effectively carried out if the U. N. agencies are themselves 
coordinated through participation in a single U. N. program than if the United 
States had to coordinate its programs with eight separate U. N. agencies operat- 
ing independently. 

Third, the House Appropriations Committee states that the opportunity for 
unfriendly nations to us the U. N. program for their own propaganda purposes 
is inherent in this type of operations. The fact is that the Soviet Union and 
satellite countries have obtained very little propaganda advantage out of the 
U. N. program. They came into the program late; their annual contributions 
(about 4 percent of the total) have been small in proportion to their capacity to 
pay and relative to their assessment under the regular U. N. budget (which is 
about 15 percent); and both recipient countries and the U. N. agencies con- 
cerned have exhibited considerable reluctance to use the nonconvertible Soviet 
bloe currencies. In technical assistance and foreign aid generally, Soviet propa- 
ganda advantages have flo@d much more from Soviet bilateral activity. Under 
the U. N., Soviet activities are subjected to overall rules and supervision. By 
reducing United States participation in the U. N. program, there is less oppor- 
tunity for the United States to counter any Soviet threat either through the 
sending out of its own experts or through insistence upon effective regulation of 
Soviet activity. 

The House Appropriations Committee states, in conclusion, its belief that a 
greater portion of United States funds should be used for those programs over 
which more direct control can be exerted. If, however, the United States con- 
centrates on bilaterial activity at the expense of the multilateral, it is likely 
to create adverse reactions and miSunderstandings among countries which at- 
tach great value to the collective efforts of the U. N. These countries, which are 
sensitive to any suggestion of undue influence by the developed countries of the 
West, may well view with suspicion a United States move to lessen the impor- 
tance of the U. N. program. Moreover, while the United States has only one 
vote in the U. N. technical assistance program, the United States influence is in 
practice much greater than this, and has been a potent factor in obtaining ac- 
ceptance of major points of concern to this country. The specialized agencies are 
fully responsible for the technical content of the programs administered by them, 
and in each of these agencies the United States also plays an influential role. 


ANNEX No. 9 
UNITED NATIONS REFUGEE Funp (UNREF) 


President’s appropriation request $2,300, 000 
Authorization bill . 2, 300, 000 
House Appropriations Committee bill 2, 000, 000 
Amount now requested 2, 300, 000 


The executive branch believes that appropriation of the full $2.3 million should 
be made. 

As the House Appropriations Committee report points out, the amount author- 
ized and requested is for a contribution to UNREF to cover an 18 months period 
(January 1, 1956, through June 30, 1957) in order to “move part way in the di- 
rection of placing the financing of this program on a calendar year basis similar 
to that for other United Nations activities.” In order to achieve this objective 
it is believed that the full amount originally requested should be appropriated. 
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ANNEX NO, 10 


ESCAPEE PROGRAM 


President’s appropriation request___-_-~- $7, 000, 000 
Authorization bill -_ a eR eiciehtnesaite ., Late 
House Appropriations Cammittee bill_._.....—..-.._.......... _. 6,000, 000 
Amount now requested___-_- clei eats eR ek dala Ane eee a ae ee ne 


The House Appropriations Committee has recommended a reduction of $1 mil- 
lion in the $7 million requested by the President for the escapee program. This 
reduction is said to be based on the caseload decrease in the program during the 
past several years. Of the $7 million requested, 85 million is proposed for coun- 
tries in EHurope, and $2 million in the Far East. 

Although it is expected that the 1957 caseload in Europe will be reduced below 
that in 1955 and 1956, there will still be an estimated 23,940 escapees for whom 
per capita costs are expected to rise, due to the extra expense of more intensive 
assistance to offset the Soviet anti-emigration campaign, and of special assistance 
to certain groups of escapees, and of individual attention to unusually significant 
escapees. There will also be an increase in the cost of local integration as larger 
numbers of escapees requiring expensive institutional care or special reestablish- 
ment will be helped. Therefore, in spite of the smaller caseload, $5 million will 
be required in Europe in 1957 as it was in 1956. To the extent that there is a 
reduction in this amount, the United States will be less able to provide the proper 
type of assistance to escapees during a period when it is expected that the 
Soviets will continue their intensified campaign to discredit the escapees. Also, 
a reduction in the amount for Europe will not permit a level of assistance to 
escapees which will adequately serve United States interests when continuing 
unrest is likely behind the Iron Curtain as exemplified by the recent Polish 
riots, and when a strong and effective demonstration of United States concern 
for those who escape is essential. 

In the Far East, an increased caseload is expected in 1957. Reduction of $1 
million in the overall figure would prevent expansion at a time when it is con- 
sidered of real importance to capitalize on the success of the present token 
United States program in this important area of United States interest by provid- 
ing assistance to a larger portion of the refugees. 





ANNEX No. 11 


OcEAN FREIGHT CHARGES, VOLUNTARY RELIEF SHIPMENTS 


President’s appropriation request_ Delia ee a cilirsee erarinmes RG ee 
Authorizing bill eee 5 a ae ; ccbiuh ea caethdvia sonne 8,000, OOO 
House Appropriations Committee bill : - ee | 
Arne HOW PONIONTOE ooo ee ee tee ern en eee wee 3, 000, 000 


The executive branch request for $1.4 million was based upon its best est- 
mates of the needs of the voluntary agencies during the coming fiscal year. 
While the executive branch recognizes that some of the assumptions arrived at 
when its estimate was made might not in fact materialize, the more recent needs 
expressed by the voluntary agencies indicate that their potential movements may 
be greater than initially estimated by the executive branch. 

The deletion of the $14 million requested for ocean freight on surplus agricul- 
tural commodities under section 409 (d), including commodities shipped by volun- 
tary agencies, should have no bearing on this quite separate matter since the 
$14 million requirement can now be entirely met by the Commodity Credit 
Corporation under new authority contained in the Agricultural Trade Develop- 
ment and Assistance Act of 1954 as recently amended. The report of the Senate 
Foreign Relations Committee indicated that surpluses are available to the agen- 
cies from sources other than the CCC, and that the increased authorization 
was designed to cover the freight on such items. 
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ANNEX No. 12 


ADMINISTRATIVE EXPENSES—NON MILITARY, SECTION 411 (B) 


5, 250, 000 
5, 250, OOO 
34, 145, 000 


35, 250, 000 


President’s appropriation request________ ee eo 7 . $3 
Authorization bill_________-~- = a tech Seen 
House Appropriations Committee bill .s > a 
AMONIL DOW FOONCSLCO 8. - ceemeionnncus ae ne 


The House Appropriations Committee has recommended $34,145,000 for sec- 
tion 411 (b) nonmilitary administrative expenses, a cut of $1,105,000 under the 
ICA budget estimate of $35,250,000. A cut of this magnitude will seriously 
affect the administration of the ICA portion of the Mutual Security Act. 

The extent to which the total fiscal year 1957 nonmiiitary program is well ad- 
ministered is dependent upon the adequacy of the appropriation made for admin- 
istrative expenses. This appropriation is used to pay and support employees in 
Washington and overseas who are responsible for administering the United States 
economic and technical assistance programs. Employees financed from this 
money develop and screen the assistance programs of each country, assure that 
the assistance achieves the purposes for which it is intended, and see that the 
funds are properly controlled and audited. It is therefore essential that at least 
minimum administrative staff levels are maintained to insure that the annual 
appropriations for various MSP program activities are wisely planned and 
soundly administered. Of equal importance is the need to insure that adequate 
accounting and auditing controls and procedures are established not only for 
funds newly appropriated but also for unexpended dollar and local currency 
funds made available for prior year activities. 

ICA operations are under continual scrutiny by congressional committees, 
by the General Accounting Office, and by other interested public and private 
groups. An almost unanimous reaction has been that activities of program plan- 
ning and control, financial accountability, and audit activities should be im- 
proved. This requires personnel and funds for administration. The $35.25 million 
proposed for administrative costs is about 2 percent of the current annual rate 
of spending. The capacity of ICA to administer every part of the program is 
dependent upon congressional action on this relatively small item. 

Therefore, it is essential that any action taken to reduce the amount available 
for administrative expenses should be done only after the most careful review of 
the purposes for which funds are requested. There is a real danger that relatively 
small forced savings in the administrative expense account may jeopardize the 
prudent and economical management of the entire program. 

It is regretted that the pressure resulting from the need to complete hearings 
in the House Appropriations Committee did not permit ICA to make a full 
presentation of the need for the $35,250,000 requested in this account. We believe 
that the cut of $1,105,000 proposed by the House committee will seriously impair 
the ability of ICA to administer the multi-million-dollar program appropriations 
by curtailing essential positions in the following functional areas: 

1. The Director’s evaluation staff—It early became apparent to the Director 
of ICA that it was essential that a permanent agency mechanism be established 
to provide objective and authoritative appraisals of ICA program direction, 
content, and effectiveness on a continuing basis. This function to be accomplished 
by a staff of senior and experienced ICA and Department of State officials who 
would make continuing studies of individual country programs during regularly 
scheduled visits to those countries. 

The need for a comprehensive and continuing review of this kind has been 
expressed or implied by almost all informed observers of the mutual security 
program. It appeared evident that the use of administrative funds for this 
purpose would pay dividends in more effective utilization of United States re- 
sources applied overseas. 

2. Overseas program control.—The criticism has frequently been made that 
ICA programs overseas have been scattered, lack cohesion, and generally are not 
fully geared to either United States political and economic objectives or to most 
essential country needs. There are undoubtedly some instances in which this 
has been true. It is undeniable that even a relatively small addition of program 
development and control officers will pay large dividends. Yet the application 
of the $1.1 million cut to administrative expenses proposed by the House Appro- 
priation Committee will make it impossible to meet minimum essential additional 
staffing requirements in this area. 
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Accounting, audit, and end-use checks.—The financial management, account- 
ing, auditing, and end-use checks required in the effective management of the 
program are almost without parallel in their scope, diversification, and .com- 
plexity. Not only are billions of United States dollars and a large and varied 
number of programs involved, but problems are compounded by constant changes 
in program emphasis. Yet it is apparent that adequate financial control must be 
applied. 

Almost without exception congressional investigating committee, individual 
Congressmen, and the General Accounting Office have indicated the need and 
wisdom of strengthening both Washington and mission administrative staffs in 
these controller functions. 

Here again, while it is clearly to our interest to hire some additional account- 
ants and auditors to insure that all United States dollar and local currency funds 
are properly accounted for and used for the purposes for which they were made 
available, the reduction proposed by the House Appropriations Committee will 
eliminate essential funds proposed to be used for this purpose. 

4. State Department costs.—Regular State Department costs financed from this 
appropriation are required in the amount of $5.8 million proposed for this purpose. 
This amount is a reduction of $245,000 under obligations incurred during fiscal 
year 1956 for the same functions of program policy review, the refugee and 
migration programs and the State element of the United States regional office 
in Paris. The application of a further cut to this section of the budget would 
seriously hamper the State Department particularly in its statutory function of 
providing mutual security program policy direction and in respect to its recently 
assigned responsibility for the refugee and migration program previously ad- 
ministered by ICA. 

The necessity for requested administrative funds to more effectively manage 
ICA’s vast program operations is further supported by increased program work- 
loads caused by the changing character of the program rather than by increases 
in program appropriation. 

Two important indicators of ICA workload are the number of technicians to 
be sent abroad and the number of foreign trainees to be brought to the United 
States. The following table indicates that the number of technicians and 
trainees are estimated to increase far in excess of the small increase proposed 
for administrative staff: 


| 

| Actual, |} Estimate ag Estimate, Percent in- 

| 1955 | 1956 1957 crease, 

| } 19455 to 1957 

| | a 
Techniciar SS A | 3, 953 5, SO) 6, 545 66 
Partic ante eae Ey 6, 364 &, 029 &, 249 30 
Uniter 1 States administrative employees. 2, 020 .1, 981 2, 072 3 


Finally, fiscal year 1957 administrative fund requirements should be viewed in 
relation to the large reduction made in this account under the President’s reor- 
ganization plan of 1953. From fiscal year 1953 to fiscal year 1955, 4 separate 
agencies were consolidated and $16.8 million savings was made in the annual 
rate of administrative obligations. This large reduction created administrative 
difficulties from which ICA has only recently recovered. Further major cuts in 
this appropriation are dangerous, particularly in view of program responsibilities 
and rising workloads. 

The restoration of the House cut is being requested in the sincere belief that 
the use of this relatively small amount in administrative expenses will result 
in more efficient management and control of ICA-administered multi-million- 
dollar programs. 





ANNEX No. 13 


FOREIGN RESEARCH REACTOR PROJECTS 


PEOSIRONE 6 ‘RORTOUPINIION TOMO. 6 hn oi ore ween ecsans= $5, 950, 000 
I Pe series tnd ice oem ancsinvecarta ocala ios tbaaighn Ole areca mame aoc 5, 950, 000 
House Appropriations Committee pill. ...............05.6 65 Sle 5, 500 ,000 


I I nid kek dnt iks pete caepeneatianaen 5, 950, 000 
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Since the original request to Congress in March 1956, 4 additional countries 
have expressed interest in obtaining reactors under the President’s announced 
plan, bringing the total potential projects to 25. In the past 6 or 8 weeks, 4 
projects have been financed from funds previously appropriated, indicating that 
the reactor projects will be promptly initiated. There remains a total of 21 
countries who may wish to receive United States assistance in this respect. It 
is planned to finance 17 of these projects during fiscal year 1957 and the amount 
requested would be sufficient for that purpose. 

Since the full amount of $350,000 is needed for each of these projects the 
reduction of $450,000 will mean that 2 of the 17 countries which expect to take 
advantage of the President’s offer of assistance in this field will be unable to do 
so unless funds are taken for this purpose from other appropriations. The 
executive branch urges restoration of $450,000 cut. 


ANNEX No. 14 


PROVISION FOR THE CONTINUED AVAILABILITY OF UNEXPENDED BALANCES 


Section 548 of the Mutual Security Act of 1954, as amended by section 11 (c) 
of the Mutual Security Act of 1956, authorizes appropriation action to continue 
available in fiscal year 1957 the unexpended balances of prior appropriations and 
permit the consolidation of these balances with appropriations made available 
for the same general purposes in fiscal year 1957. The following language, 
which would fully implement this authorization, was submitted by the executive 
branch for inclusion in the appropriations legislation : 

“Unexpended balances of funds heretofore made available under authority of 
the Mutual Security Act of 1954, as amended, are hereby contained available for 
the general purposes for which appropriated, and may be consolidated with 
appropriations made available for the same general purposes in this act ;” 

H. R. 12130, as passed by the House, does not include the foregoing provision 
in the form submitted and it does not, as the foregoing provision would do, con- 
tinue available for use in fiscal year 1957 all prior year funds which remained 
unobligated on June 30, 1956. Instead it authorized the reappropriation of 
only specifically identified items—$195,500,000 in MDAP accounts and $45,300,000 
for the U. N. Palestine refugee program. This action, if allowed to stand, will 
under our still rough preliminary estimates, result in the lapse of approximately 
$40 million of fiscal year 1956 and prior year funds which were unobligated on 
June 30, 1956. Some $15 million of this total is in appropriation account cover- 
ing aid in the Near East, with the balance in smaller sums distributed among a 
number of different accounts. Subsequently reports, which will not be available 
until later this month or early August, may, of course, although we do not 
expect such a development, materially increase this $40 million. This could occur 
if any substantial obligations now believed to be valid under section 1311 of the 
Supplemental Appropriation Act, 1955, should, for some technical reason, later 
prove to be invalid. In such event the effect of the action taken by the House 
could be not just adverse, but disastrous. 

The executive branch strongly urges that the Senate include the provision 
which the executive branch originally requested and thus continue available in 
toto in fiscal year 1957 all of the unobligated prior year funds that would other- 
wise lapse. To the extent that these funds represent amounts required to carry 
out still valid fiscal year 1956 programs, where it was simply a case where nego- 
tiations for obligation could not be finally concluded before the end of fiscal year 
1956, the executive branch assumed in preparing its fiscal year 1957 request that 
these amounts would be continued available so that such prior year programs 
could be completed. If, in these instances, such funds are not so continued 
available, then the requirements they were intended to finance become an unan- 
ticipated priority demand against already inadequate fiscal year 1957 funds. To 
the extent that such funds are not needed to cover specific continuing fiscal year 
1956 requirements for which negotiations for obligation were not finally con- 
cluded by June 30, 1956, then they are urgently needed to cover fiscal year 1957 
requirements. This obvious fact hardly needs to be stated in view of the severe 
degree to which the Mutual Security Act of 1956, as passed by the Congress, re- 
duced, below the amount requested by the executive branch, the authority to 
appropriate new obligational authority. That reduction action puts a premium 
on continuing available in fiscal year 1956 all unobligated balances of prior year 
funds. 
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The approach adopted by the House is basically at variance with the assump- 
tions upon which the President's request for new money is based and is, in fact. 
largely inconsistent with the nature of the mutual security program. 

The mutual security program is a continuing program in which each suc- 
cessive year’s increment is built on the programs for the preceding years and 
assumes the prior completion of those programs, either before or after the end of 
the. immediately preceding year. It is a program under which the new obliga- 
tional authority annually sought is predicated upon the continued availability 
of previously appropriated funds. This is, we think, a sound and a realistic 
approach to the problems with which mutual security programs must contend, 
and one which is better calculated to assure the orderly and prudent obligation 
of funds than a procedure which puts a premium on meeting a fiscal deadline on 
obligations, a deadline whose rigid application to mutual security programs is out 
of character with the kind of problems involved in the execution of such programs. 





ANNEX No. 15 


Twenty Percenr RESTRICTION ON OBLIGATIONS IN THE LAST 2 MONTHS OF THE 
FIscAL YEAR 


Section 105 of H. R. 12130, as passed by the House of Representatives, Contains 
the following provision: 

“Not more than 20 per centum of any appropriation item made available by 
this Act shall be obligated and/or reserved during the last two months of the fiscal 
year.” 

This provision is similar to, although far more rigid and stringent than, the 
comparable provision which was included as section 106 in the Mutual Security 
Appropriation Act 1956, and which, for the reasons hereinafter set forth, the 
executive branch has strongly urged should be omitted in any form from this 
year’s appropriations legislation. The new language differs from, and is more 
inflexible than, the old in that it applies the 20 percent limitation to each in 
dividual appropriation item separately, rather than to the total funds made 
available for the mutual security program. The added vice of this new restric 
tion will also be discussed below. 

The executive branch vigorously objects to a provision of this general character 
because we believe that it seriously hampers the orderly, efficient, and effective 
administration of the program and that no amount of the most conscientious 
elfort on the part of the executive branch can obviate the undesirable, but in- 
escapable, results that such a provision produces. We believe that this kind of 
provision operates, and can only operate, to undermine the very purposes for 
which it is proposed—the wise and prudent management, and the careful obliga- 
tion, of mutual security funds. We believe its advocacy is based upon a lack 
of understanding of the conditions under which mutual security programs are 
executed and of the manner in which they must be administered if they are to 
serve their objectives properly and efficiently. Thus, desirable as this type of 
limitation may appear upon superficial examination, we are convinced that the 
program cannot be molded by legislative fiat to fit the pattern of implementation 
which it seeks to impose for the simple reason that this pattern bears no relation 
ship to the real world circumstances under which the program must in fact be 
earried out. On the contrary, as we have elsewhere proposed, and as the au 
thorizing legislation specifically recognizes, the pattern of program imple- 
mentation that these real world circumstances dictate requires an extention, not 
a limitation, of the period in which the obligation of mutual security funds can 
be made. 

We believe the foregoing conclusions to be demonstrable beyond any question. 
They rest upon this simple fact, applicable, broadly speaking, to both the military 
and nonmilitary portions of the program—that, as to parts of the program, it 
takes more than the 7 months or so in which funds are now actually available 
for obligation in order to complete in an orderly and affective manner the steps 
that must be taken in negotiating and concluding obligations of funds. 

Appropriations have ordinarily been enacted in July or August or even later, 
Following the enactment of appropriations, a reprograming process must neces- 
sarily be carried out, before funds are allotted for negotiation of obligations, to 
take into account reductions made by Congress in the executive branch appropri- 
ation request, to plan for compliance with new legislative requirements, and to 
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review original program plans and reassess the priority of requirements in the 
light of the current world situation. Following this, funds are made available 
for the negotiation of actual obligations. This involves negotiations with some 
GO foreign countries with respect to roughly 2,000 assistance transactions and 
projects on the nonmilitary side alone. These negotiations cannot properly be 
initiated on a firm basis until the funds are actually available for obligation. To 
do otherwise would create unwise risks of misunderstanding and embarrassment, 

The process of negotiating obligations with foreign goveruments is often, of 
necessity, complicated. Many of the projects are complex, and require careful 
negotiation to assure that projects are initiated only on a sound and carefully 
though-out basis. These arrangements involve not only commitments by the 
Lnited States but, of course, commitments by the other country which they have 
to plan and budget for in accordance with their own internal procedures. And 
many of these governments are comparatively inexperienced in handling complex 
projects, which further complicates the process of negotiation. 

Consequently, in many Cases it is impractical and unwise, and in some instances 
physically impossible, to telescope the steps involved in obligations of funds into 
so short a period of time as is required by the restrictive 20 percent provision 
in the House Appropriations Committee bill. Any effort to effect such telescop- 
ing simply results in cutting corners that cannot be cut while still obtaining 
maximum efficiency and effectiveness in the execution of the program. 

We are confident that prudence and sound management practices will be en- 
couraged, and the incentive for hasty, unwise, and costly obligations avoided, 
by providing periods of fund availability that adequately reflect the time-con- 
suming problems involved in obligating funds in different segments of the mutual 
security program—by providing, as we have elsewhere proposed, no-year funds 
for MDAP, by giving several year availability to certain developmental funds 
and by permitting 15 month availability for 25 percent of other non-MDAP funds. 
These ends are not served, but are damaged, by failing to provide such authority 
and, even more, by imposing a further limitation restricting the obligation of 
funds to 20 percent in the last two months of the fiscal year. 

We understand Congress’ fear that heavy obligations in the latter months 
simply reflect hasty and careless buying which is designed solely or primarily 
for the purpose of saving funds from lapsing at the close of the fiscal year. We 
believe, on the contrary, however, that a pattern of obligation which does not 
have its heaviest impact in the last few months would indicate practices and 
processes of negotiation, engineering and contracting which, because they would 
have to be hasty and careless to be consummated so quickly, would not be in the 
best interests of the United States Government. 

In the case of the non-MDAP programs, several considerations are involved. 
In the first place most of these programs operate, as indicated above, under the 
time squeeze of yearly authorizations and appropriations. Since full authority 
from Congress is not obtained until midsummer or early fall and since firm pro- 
grams cannot be worked out with other countries until after such full authority 
is obtained, even the most diligent efforts Gan searcely produce firm and refined 
programs until substantially half the fiscal year has elapsed. Furthermore, 
because of the fact that negotations with foreign countries are involved and 
that procurement must be based on specifications worked out between different 
countries, heavy obligations toward the end of a fiscal year are not only normal 
but, in many instances, essential if the programs are to go forward with care and 
economy. As we said above, we think it is a mistake to include a provision of 
this kind which appears to disregard these circumstances, which places a pre- 
mium on hasty and costly obligations, and which forces, without any reference 
to programing and procurement facts of life, the obligation of funds within a 
time cycle that is even more telescoped and limited than the short period which 
would be available without such a limitation. 

The problems set forth above with respect to nonmilitary portions of the 
program are also applicable to the military portions of the program. 

In the case of the MDAP program, the procedures for handling military assist- 
ance funds which are authorized under section 108 of the Mutual Security 
Appropriation Act, 1956, if they are perfected by the adoption of the several 
proposals hereinabove urged and discussed (including the request for no-year 
funds) would wholly eliminate the possibility that there could be any real 
problem of May and June buying. MDAP funds, because they would be no-year 
funds, would no longer lapse at the end of the fiscal year even if they were 
still unobligated or unreserved. Consequently, there would be no reason, except 
good business considerations, to obligate or reserve funds in May or June rather 
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than in some other month. The danger of hasty obligations or reservations 
to save funds would not exist. 

In the past year the more liberal comparable provision of the fiscal year 1956 
act has, in fact, interfered with the orderly process of working out and implement- 
ing program arrangements with cooperating countries during the programing 
period available and made it more difficult to protect against the obligation 
of funds before program details were worked out as firmly as desired. We do 
not think such a situation should be permitted to continue or, worse still, 
be aggravated by an even more restrictive requirement of the character contained 
in the House bill. 

And the situation would, without question, be seriously aggravated by the 
new appropriation-by-appropriation limitation in section 105 of H. R. 12130 as 
passed by the House. This new restriction introduces the kind of artificial and 
unrealistic compartmentalization that is inconsistent with the need for flexi- 
bility of operation and administration that is more than ever an essential 
requisite in the mutual security program. While it is possible, as has been 
done in the past, even though it is costly, wasteful, and inefficient, to adminis- 
ter the program within a 20 percent limitation applicable to total available 
funds, there is a real possibility that important program objectives might have 
to be abandoned or postponed under a 20 percent limitation that is applied 
separately to each appropriation account. Apart from the administrative night- 
mare of handling this type of limitation for more than two dozen separate 
appropriation accounts, each of which is different from every other, it is 
patently absurd to apply the same kind of restriction to, on the one hand, an 
account Which may be wholly obligated by a single simple act early in the 
fiscal year, as, for example, by a contribution to an international organization 
in fulfillment of a pledge covering the entire amount appropriated, and, on the 
other hand, to an account which, by its very nature, because this was its 
central purpose, should be held unencumbered until as late in the year as 
possible, as, for example, with the President’s emergency fund under section 
401, which this provision might, in fact, effectively sterilize. In fact, a restric- 
tion of this narrow type could well result in making it impossible during the 
last 2 months of the fiscal year to furnish aid of a particular kind, or of 
perhaps of any kind, to some specific country where United States interests 
urgently required that such aid be provided. Whether such aid might or might 
not be given—whether United States security would be preserved or jeopard- 
ized—would turn on the irrelevant happenstance of the obligation record in 
the particular appropriation account from which funds could legally be drawn. 
And, if the aid could not be given, the irony would be that this untoward result 
might have come about simply. because those administering the program had 
prudently reserved funds in anticipation of this very situation. No type of 
program restriction could operate in a potentially more inconsistent and illogical 
fashion in terms of the objectives sought through the mutual security program. 





ANNEX NO, 16 
SPECIAL PROVISION ON 15 MONTHS AVAILABILITY OF CERTAIN NONMILITARY FUNDS 


The President requested, and the authorizing bill contains (section 11 (d)), 
a provision that an amount equal to 25 percent of the funds authorized to be 
appropriated for defense support, technical cooperation, and special assistance 
to joint control areas may be made available for a 15 months period rather than 
for the usual 12 months period. (The provision was originally to apply also 
to development assistance funds, but this was changed in view of the 4-year 
availability for development assistance funds provided for in the authorizing 
bill.) 

The House committee appropriations bill does not contain language requested 
by the President to implement this authorization. 

The executive branch urges most strongly that language to implement this au- 
thorization be included in the appropriation bill. The executive branch is con- 
vinced that this provision will substantially promote more efficient and effective 
use of funds for the purposes for which they are appropriated by the Congress, 
and that it will further the often-stated objective of the Congress and the Gen- 
eral Accounting Office of avoiding hasty and ill-considered obligations of funds. 

1. At present there is a period of only 7 months or so in which funds are actu- 
ally available to be obligated. The proposed provision will give 3 additional 
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months after funds finally become available for use each year, in which to com- 
plete negotiations with foreign countries of agreements for the obligation and use 
of funds. Thus it will reduce the pressure to obligate funds hastily toward the 
end of the fiscal year so as to avoid suspending and jeopardizing negotiations 
which are well advanced with respect to important aid operations. There are 
several reasons why this extended time for such negotiations is needed and justi- 
fied. 

(a) Because the annual mutual security appropriations are ordinarily not 
enacted until July or August or even later, and because of the necessary repro- 
graming process following the enactment of appropriations (which we are en- 
deavoring to speed up as much as possible) to review requirements in the light 
of the current situation as well as to take into account fund reductions made by 
the Congress, annual appropriations generally become available for actual use 
only after from 3 to 5 months of the fiscal year have elapsed. Consequently, 
where an appropriation is made for a single year, there is ordinarily and un- 
avoidably only a little more than half of the fiscal year available in which to 
initiate and complete negotiations with some 60 foreign countries with respect 
to roughly 2,000 assistance transactions and projects. 

(b) This time problem cannot be overcome by beginning firm negotiations 
with recipient countries on specific projects or transactions before appropria- 
tions are actually available. To start negotiations before appropriations are 
available would create firm expectations as to amounts or types of aid which 
would result in serious difficulties in relations with other countries if, when 
funds become available, these expectations were not met because insufficient 
funds were appropriated, or because higher priority requirements later arise 
which consume the available financing. 

(c) There are numerous cases where, because of the complex character of 
the project, or because of the need for extended negotiations in order to obtain 
arrangements which will assure the most effective use of the funds and the 
fullest cotnributions by the recipient country, negotiations cannot be com- 
pleted most effectively within the limited time available under a fiscal year 
appropriation. 

(d) Effective conduct of the program is seriously impaired when, in the 
case of a firm program requirenrent, negotiations with the recipient country can- 
not be concluded on a sound basis by June 30 and must automatically be 
suspended on that date to be resumed only several months later, and then 
only if adequate funds are subsequently made available. If the proposed 
provision is not enacted to help resolve this problem, the only alternatives are 
either to hasten to obligate funds by June 30 even though negotiations have 
not been as well considered as is desirable, or else to consider entering into 
negotiations with the country before appropriations are actually available for 
that purpose, which is highly undesirable for reasons already indicated. 

2. This provision will eliminate the gap which now exists each year between 
June 30 and the time when the new appropriations become available for use. 
At present, the program is substantially frozen during a period of several 
months because funds are not available to complete negoitations which are under 
way but not concluded by June 30, and to meet important requirements which 
may exist immediately after June 30. 

3. The executive branch is convinced that this provision will not establish 
an inadvisable precedent or create accounting and budgeting difficulties. 

(a) The practice of appropriating funds for periods longer than 1 fiscal 
year is well established both in the mutual-security program and in other Govern- 
ment programs. The executive branch proposed extending the period of avail- 
ability only 3 months, rather than requesting 2-year or no-year availability, 
because it felt, and still feels, that this more limited extension will be adequate 
to meet the problem. 

(b) The mutual-security program clearly differs from other Government 
programs in that its operations are dependent upon negotiated arrangements 
with foreign governments, so that reasons for an extended period of availability 
here would be inapplicable to other Government programs. 

(c) The provision will involve the same types of accounting and budgeting 
procedures that are employed for other appropriations which are available for 
more than 1 fiscal year, and will raise no new complications of this sort or 
result in any reductions of the control of Congress over such funds. 
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ANNEX No. 17 

AMENDMENT OF SECTION 108 OF THE MUTUAL-SECURITY APPROPRIATION AcT, 1956 

As indicated in the executive branch statement regarding the military assist- 
ance appropriation proposed in the House Appropriations Committee bill, the 
executive branch urges that the military assistance appropriation be made 
available until expended, as provided in the authorizing bill. If these funds 
are appropriated on a no-year basis, section 106 of the House Appropriations 
Committee bill, amending section 108 of the 1956 Appropriation Act, should 
be revised to read as follows in order to be consistent with the no-year avail- 
ability of military assistance funds. 

Section 108 of the Mutual Security Appropriation Act, 1956 (Publie Law 208, 
84th Congress), is hereby amended by substituting ‘“‘expended” for “June 30, 
1958” in the third sentence thereof, by substituting ‘under the authority of the 
Mutual Security Act of 1954, as amended” for “in this Act” in the fifth proviso 
thereof, and by deleting the final proviso in that section beginning with *: Pro- 
vided further, That nothing in this Act’ and ending with ‘reimbursements 
authorized herein”. 

GENERAL STATEMENT 


Chairman Haypen. We are pleased to hear from you, Mr. McGuire. 

Mr. McGuire. Mr. Chairman and members of the committee, this 
morning I appear before you and we have here also the respective 
Assistant Secretaries of the Department of State for the regions cov- 
ered by this program who will follow me in making certain observa- 
tions on the problem we are addressing ourselves to. 

I appreciate this opportunity to appear before you and urge the 
restoration of almost $600 million of appropriations for the military 
assistance program for fiscal year 1957, an amount by which the ap- 
propriation falls short of the authorization passed so recently by 
Congress. In my statement to this committee before the hearings were 
recessed, I attempted to cover the important aspects of the program 
we proposed. It is my wish today to speak directly to the need for 
appropriations substantially in excess of those allowed by the House 
of Representatives. 

The original program calling for $3 million requested by President 
Eisenhower, after review ing the recommendations of the Joint Chiefs 
of Staff, represented the judgment of the executive branch as to the 
size of the program required in the best interests of the security of the 
United States. During the course of Congressional consideration of 
this request, the President and his principal advisers agreed that while 
undesirable, a reduction of the program of $2.6 billion was possible 
without essentially impairing our security. 


MAXIMUM AUTHORIZATION 


The facts of life, as I understand them now to be, are that a pro- 
eram of $2.3 billion for fiscal year 1957 is the maximum which the 
Congress has authorized for military assistance. While in our opinion 
a program of this magnitude will not permit the United States to 
achieve the same degree of security that would be achieved by a pro- 
gram of a size more nearly that requested by President Eisenhower, 
we concede that a difference in judgment of approximately 10 percent 
is not unreasonable. 

Beyond that, however, we do sincerely believe that the essential secu- 
rity of the United States is directly involved. It is our desire to give 
this committee all of the information upon which you can exercise a 
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considered judgment, and it is our belief that, with this information, 
your judgment will be that the full amount authorized, namely $2. a 
billion, plus $75 million for infrastructure, making a total of $2.3 
billion is urgently needed. 

The military assistance program is completely accepted by our 
highest military authorities as the least costly element of our security 
effort. If we fail now to maintain this necessary degree of security, 
the United States may have in the not too distant future, to solve the 
situation in a much more expensive manner in terms of both men 
and money. 

HOUSE ACTION 


The House has approved an appropriation of $1,735,000,000. It is 
our belief that the House of Representatives has cut too far. Appro- 
priations in the amount recommended by the House would force an 
impossible choice upon our Government. This can, I believe, be 
clearly demonstrated by looking from several different points of 
view at the figures which would emerge if the cut is applied. 

Before doing that, however, I should like to point out that while a 
program of $2.3 billion for military assistance would permit us with 
reasonable dispatch to apply the broad priority bands into which our 
requirements were placed in the development of our proposed pro- 
gram, and appropriations in the limited amount allowed by the House 
would require 2 complete restudy from the field level right up through 
the Joint Chiefs of Staff. This is so, since the priority bands already 
developed could not intelligently be applied to come up with such a 
limited program. Also, very clearly, an appropriation of $1.7 billion 
would require a basic review of most of our fundamental commit- 
ments and a review of our United States service budgets. 


FIXED CHARGES 


To understand the full implications of a program of $1.735 billion 
for military assistance, as proposed by the House action on the appro- 
priations bill, we must deduct from that sum $249 million of fixed 
charges, which must be paid, whatever is the size of the final appro- 
priation. In addition, there is $59 million which must be considered 
nonregional. Thus, the House has, in effect, allowed only $1,427 
million for distribution by area, whereas $1,160 million is actually 
needed for Taiwan, Korea, Vietnam, Pakistan, and Turkey, leaving 
only $267 million for the rest of the world. 

Senator Dirksen. Repeat that again, please, sir. 

Mr. McGuire. Thus, the House has, in effect, allowed only $1.427 
million for distribution by area whereas $1.160 billion is actually 
needed for Taiwan, Korea, Vietnam, Pakistan, and Turkey, leaving 
only $267 million for the rest of the world. 

We believe that under the authorizing total of $2.3 billion even 
these vital countries, namely Taiwan, Korea, Vietnam, Pakistan and 
Turkey must be cut by at least 11 percent to a total of $1.021 billion. 

One method of applying the $1.497 billion available under the House 
action for items of military equipment would be to limit to 10 percent 
uny future reductions on assistance to these five critical countries di- 
rectly facing the Communists. In order to fit the total appropria- 
tions, we would then have to cut other programs by 51 percent. I 

79607—56——19 
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must emphasize that at this point, we cannot say definitely what our 
yrecise program would be if we received an appropriation of $1.7 
Pitlion, but we are now considering a perfectly slaustbte assumption 
which would lead us to the following figures : 

Europe, originally programed at $1, ‘021 million and on the basis of 
the authorization bill reduced to $591 million, would be cut further 
to $320 million. 

Similar figures for other areas would be, the Near East, originally 
$460 million and the authorizing basis, $349 million and on the House 
figure, $266 million. 


TOTAL EUROPEAN PROGRAM 


Senator ELLenpeR. May I ask a question before you go into that? 
What did you say Europe’s total program was? 

Mr. McGuire. I think that you are slightly confused. 

Senator Ex,enper. I did not ask a question there, I am just check- 
ing. 

Mr. McGuire. It was $1,021 million. That covers the $760 million 
plus the increment of undistributed advance weapons which the Joint 
Chiefs of Staff has determined since the initial program was developed 
would go entirely to Europe. 

Senator ELLenperR. When you say the total program was $851 mil- 
lion, was that in error ? 

Mr. McGutre. I think this is the figure I am referring to. 

Senator ELLeNpER. That is military ? 

Mr. McGutre. That is all I am addressing myself to, sir. 

Senator ELLENpER. Now, this is the entire amount, is it not? 


NONREGIONAL TOTAL 


Mr. McGuire. No, there was $760 million, and out of the nonre- 
gional total there is roughly $300 million that goes into that, for ad- 
vanced weapons, 

Senator ExLLenper. I do not want to anticipate you, but will you 
tell us exactly what this nonregional item is ? 

Mr. McGuire. I will come to that later, Senator. 

Senator ELLenper. If you have it in your statement, I do not want 
to interrupt you. 

Mr. McGuire. I can give you those answers specifically. 

Similar figures for other areas would be: the Near East, $460 mil- 
lion originally, authorized $349 million, and the House $266 million. 

Asia, $1,120 million, authorized, $987 million, and the House, $821 
million. Latin America, originally $34 million, authorized $34 mil- 
lion, and the House $20 million. 

An alterns ite assumption, and that is that all countries would be 
cut by 27 percent required to come from the $2.3 billion for military 
assistance which is presently authorized, to the House Appropriation 
amount of $1.735 billion, again excluding the fixed and nonregional 
charges, and assigning $10 million to the Latin American program, 
would produce the following result: 

Europe, $434 million, the ‘Near East and Africa, $256 million, Asia 
$727 million, and Latin America, $10 million, 
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We are prepared, on the understanding that these are necessarily 
arbitrary assumptions, to break down the area figures by country. 
We are also prepared to discuss by category the items of military 
assistance which must be eliminated to reduce the proposed program 
from one, of $3 billion to a program of $2.3 billion. However, I 
think each of the area Assistant Secretaries of State who are present 
‘an best give you the political effects of such cuts in their area, and 
with the indulgence of the committee, I should like to call on Mr. 
Walter Robertson to speak first of the Far East, and then in turn Mr. 
Allen, Mr. Elbrick, and Mr. Rubottom, 

Chairman Haypen. That will be done. 

Mr. Rozserrson. Mr. Chairman and gentlemen, I do not want to 
seem to speak from a regional standpoint for as we all know the enemy 
we face in the world today is the same enemy whether we face him in 
Europe or in the Middle East or the Near East or in Africa or in Asia. 
But I will of course address myself to my own area of responsibility, 
and the problem there with which I am the most familiar. 


BUILDUP OF COMMUNIST FORCES 


It is very popular these days to talk about decreasing military as- 
sistance and increasing economic assistance. As far as the Far East 
is concerned, I would like to know what we are going to substitute 
for military assistance. The Communist forces there are steadily 
building up their military strength and in my earnest opinion this is 
no time to be tearing down our protective fences. 

Let us start with Korea. We have in Korea the largest program 
that we have anywhere in the world, and for the best of all reasons. 
We have an unresolved war in Korea. We have only a cease-fire, and 
on either side of the armistice line there are heavily armed forces. 
The Chinese Communists are still in military occupation of Korea. 
They have about 350,000 of their own forces in Korea, and they have 
built up a North Korean Army of approximately 350,000. 

Senator Cravez. How does that compare to ours? 


VIOLATION OF ARMISTICE AGREEMENT 


Mr. Ropertson. We have approximately the same number in Ko- 
rean and United States forces. But what we have not got is the equiv- 
alent military strength which they have built up in flagrant violation 
of the armistice agreement. For instance, they have brought in some 
450 modern airplanes, about half of which are jets. They had no air- 
planes in North Korea when the armistice was signed. We have ob- 
served the armistice agreement and they have violated it. 

They have repaired all of their airfields, and they have brought 
in other combat equipment prohibited by the armistice, greatly in- 
creasing their striking power. Vis-a-vis the U. N. forces to the south 
they are relatively stronger today than they were at the time that 
the armistice was signed for the reasons I have just outlined. 


SOUTH KOREAN FORCES 


Now, we have built up the South Korean Army to approximately 
700,000 men. As the South Koreans were built up, we brought our 
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own forces home and now have only two divisions left in Korea. If 
we were supporting in Korea an Army of 700,000 American troops, 
it would cost us, I am informed, approximately $4.5 billion. 

Senator Dirksen. How much is that? 

Mr. Roperrson. $4.5 billion. 

Senator Dimxksen. How many troops? 

Mr. Ropertrson. 700,000, if they were Americans. Now, the entire 
amount requested for Korea, not the cut-down figure, but the original 

request was ———— for military assistance, and ——— for defense 
support, a total of ——— in support of these Korean forces. 

[ submit that that is an enormous saving to the American taxpayer, 
assuming that we had 700,000 American troops that we could put there 
which we have not. 

Now, there is not any magic about this thing. If Congress does not 
appropriate the money to support these South Korean forces, we will 
just have to cut down the size of the South Korean Army. Then, you 
gentlemen will have to appraise what will be the impact in Korea and 
all over Asia at a time when the Communists are building up their 
forces in North Korea that we not only withdraw our own but also 
cut down the size of the South Koreans, the only force left there to 
defend not only Korea, but the free world. 


COOPERATION OF OTHER NATIONS 


Senator Dworsnak. The other nations of the free world are co- 
operating with us in this movement. 

Mr. Rosertson. Most of the forces there are American forces but 
it isa U. N. command. 

Senator DworsnHak. Do you not think the rest of the nations in this 
so-called free world have some responsibility ? 

Mr. Ropertson. Indeed I do, sir. 

Senator DworsHax. Why do you not tell us —_ it, instead of 
placing all of the responsibility on our country? Pardon me for 
interrupting. 

Mr. Roserrson. I do not understand your question. 

Senator Dworsnak. You don't ? 

Mr. Rosertrson. No. 

Senator DworsHak. Probably you do not understand anything 
about what you are doing over there. All I want to know is this: 
Are vou contending that as the United States, we have the sole respon 
sibility for maintaining security in South Korea, when the United 
Nations add an original responsibility? Are you asking that we 
should send 700,000 troops over there, and don’t you want the other 
free countries to do anything but sit in the bleachers and watch the 
show ? 

Mr. Rosertson. I have said nothing to justify your making any 
such assumption. 

Senator Dworsnak. Well, you said if we did not support them we 
would have to send 700,000 troops; did you not say that ? 

Mr. Roserrson. I think if you would listen to what I say rather 
than telling me what I said it might be clear to you. I said that if we 
had to maintain 700,000 American troops there, I am told it would 
cost us so much money. 
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Senator DworsHak. Tell us why we have to maintain 700,000 
troops there. 

Mr. Ropertson. What are you going to substitute for troops? 

Senator Dworsuak. I am asking you to tell us whether the other 
nations are cooperating with us in this er 

Mr. Roperrson. We have a handful of U. N. forces there. 

Senator Dworsuak. A handful—that is a answer [ want. Thank 
you very much. That is the answer I wanted. 

Chairman Haypen. Proceed, sir. 

Mr. Rovertrson. I will try to. 

Senator ELtienper. Mr. Chairman—— 


TRIBUTE TO WITNESS 


Senator KNowLanp. I just want to say, Mr. Chairman, that Seere- 
tary Robertson is probably one of the best versed men on the situation 
of the Far East, I think over a long period of years. He has probably 
a greater grasp of the dangers confronting the free world in the Far 
East than almost any living American. I think since a considerable 
part of the funds here are involved in this area of the world, it is ex- 
tremely important that we have the testimony of a man whose job in 
the Department of State is to be alert to the changing situation in 
Asia. 

I know of no one that I personally have more confidence in, with 
a knowledge of the Far East, and with the dangers confronting us, 
than Mr. Robertson has. I hope that he will be permitted to continue 
his testimony. 

Senator - LENDER. Mr. Chairman, | do not want to be misunder- 
stood here. I did not object to Mr. Robe rtson’s testifying or anybody 
else. But there was a plea made to rush this thing through, and 
I agreed to do it ina day. We agreed 2 or 3 days ago te first take 
Europe and then the Near East. It was stated that I would be per- 
mitted to ask questions pertaining to the amounts asked. 

Now, you are going over the whole thing again which is all right 
by me, but I do not think we can get through today with it unless 
you want to sit into the night. 

Senator Cravez. I completely agree with the Senator from Cali- 
fornia as to the knowledge of Secretary Robertson. However, I am 
interested in the question asked by some Senators around here as 
to whether we might be justified in providing everything that is re- 
quested. I would like to know what responsibility is being passed 
to the other so-called free nations? 

Senator Dirksen. | suggest Mr. Robertson proceed. I think this 
is all very constructive, and we will get around to all of it today. 
| Mr. Rosertson. I would like to say that I am here to answer any 
questions, and I cheerfully do so, that will be asked by any members 
of this committee. I would also like to say though, that in 314 years 
of rs before committees of Congress, this is the first time I 
have been treated with the discourtesy to which I was subjected just 
a few minutes ago. 

I resent discourtesy from whatever source it comes. I do not deal 
in it myself. I will gladly answer any questions that this committee 
wants to ask but I do ask the same courtesy of the members that I 
expect to extend to them. 
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Chairman Haypen. Will you proceed, sir? 

Mr. Ropertson. To go back to Korea, we have a situation there 
where we are faced with large heavily armed Communist forces 
and our main defense against these forces are the 700,000 South Korean 
troops trained, equipped, and maintained by American money. 


SIZE OF COMMUNIST FORCES IN NORTH KOREA 


Senator CLEMENTS. beg is the size of the Communist forces? 

Mr. Roserrson. They are approximately the same, sir, they have 
about 350,000 Chinese ¢ pent. forces, and about 350,000 North 
Korean forces, which the Communists have trained. 

Senator Crements. From a relative standpoint, we are in worse 
shape today than we were on the day the armistice was signed ? 

Mr. Ropertson. Yes, we are, because they have brought in combat 
equipment that was prohibited by the armistice, but most of all be- 

cause of the 450 modern airplanes illegally introduced. 

Senator CLements. That has been a gradual situation where we 
have gotten in bad positions relatively w ith them, or has it come about 
F itely | by the bringing in of these additional airplanes? 

Mr. Roserrson. It has come about gradually, because they have been 
violating the armistice throughout the period of 3 years of its exis- 
tence. 

Senator Clements. During the period of the 3 years, they have 
been consistently violating the armistice, and on a relative basis we 
are getting weaker ? 

Mr. Rogerrson. That is right. 


CHINESE FORCES ACROSS YALU RIVER 


Senator KNow1anp. There is one additional factor, Mr. Secretary, 
and you just mentioned the forces which are actually in being in North 
Korea and in South Korea, but actually, that is not the whole story 
because the North Korean and Communist forces in Korea are closer 
to their reserves than the free world is, with the huge masses of the 
Chinese Army that are just above the Yalu River and in Manchuria 
and other parts of China. 

Mr. Rosertson. That is right, Senator. The Chinese have had 
approximately 1 million troops in Korea at the signing of the armi- 
stice. They have made much propaganda of the fact that they have 
withdrawn a large number of their “forces, but as you say, they are 

right across the Yalu River and can easily be brought back if trouble 
head start. 

In Taiwan, we have a similar situation. 

Senator Dirksen. Have we finished with Korea? 

Mr. Rosertson. Yes. 

Senator Cuavez. Tell us if you will, about the participation of this 
South Korean Army, how does it affect our position ? 


TOTAL U. N. TROOPS 


Mr. Rosertson. The South Korean Army is our main defense posi- 
tion, Senator. We have in Korea only two American divisions. As 
we built up the South Korean Army, we were able to bring our own 
boys back home. As you gentlemen will remember, although this was 





MUTUAL SECURITY APPROPRIATIONS, 1957 293 


a U. N. war, I think the total U. N. Forces other than American—I 
will not say this absolutely, but if my memory serves me—were some- 
where in the neighborhood of about 35,000 troops. 
Senator Dirksen. How many now? 
Mr. Roserrson. Now, it is a very small contingent. Perhaps Mr. 
McGuire has that figure, that is the U. N. Forces left in Korea. 
Chairman Haypen. Tell us about Taiwan, now, if you please. 
Mr. Rosertrson. In Taiwan 
Senator ELLENDER. Will you come back to Korea in a minute? 
Chairman Haypen. Go ahead if you want to ask questions about 
Korea. 


CARRYOVER FUNDS 


Senator ELLENDER. The amount asked, as I notice here, for the 
programs for military assistance, is ———~. We have in the carry- 
over, that is, as of March 31, 1956, ————. Do you know what this 

——- figure represents ? 

Mr. McGuire. Yes, I think I can give you that. 

We have in Korea, on February 29, ———. I can give it to you by 
details at that point, if that is satisfactory. 

Senator ELLenper. Proceed. 

Mr. McGuire. We have in the Army element of that ———. Now, 
I can break that down for you by items. 

Senator ELLENpDER. That is hardware? 

Mr. McGuire. Army hardware, plus the direct forces support that 
comes under the Army supply. 

Senator ELLENpER. Now, is there any involved in this ————? 

Mr. McGuire. Any what? 

Senator ELLenper. Army support ? 

Mr. McGuire. No, I am using that as a definition of the type of 
equipment and not as United States Army support. 


CONDITION OF KOREAN ARMY EQUIPMENT 


Senator ELLeNpgEr. Now, the Korean Army is pretty well supplied 
with hardware now, it is not? 

Mr. McGuire. No, I would not say that that is a proper interpreta- 
tion of the condition of the Korean Army. First of all, the Army 
has had, and in our backlog for Korea, it is primarily support vehicles. 
I can run down what is in that total for you. There is a quantity 
of trucks. 

Senator ELienper. In anticipation of meeting the danger that Mr. 
Robertson speaks of, have we neglected to send sufficient ammunition, 
and hardware to take care of the situation if the worst is to come ? 

Mr. McGuire. No, sir; we have not. 

Senator ELLenperR. You have it there now, and you have it piled 
up there now, I know, and I was there last year. 

Mr. MoGu irE. I might remind you of this. The Korean Army 
itself is an operating army, and it is in armistice condition and it is 
using this equipment and these programs. The new program is de- 
signed to displace the worn out equipment and supply the spare parts. 
The spare parts demand for the Korean Army is terriffic. I think 
General Lemnitzer told me there were 10,000 vehicles that were dead- 
lined because they were in the process of being repaired and rehabili- 
tated. 
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The ammunition that these fellows use is far greater for example 
than an army that is not in that situation. They have to keep in con- 
stant readiness and constant training. 

Now, the principal amounts in the backlog for Korea, I will give 


them to you by service types first. The Army is————. The Navy 
is ———. The Air Force is ———. 
I would like to remind you that we programed in 1956, ———— for 


the Army, and in the process of programing that means that this 
balance is there for the Army and it is all equipment that was pro- 
gramed within the last 6 months. It is in the process now of being 
delivered. In the Korean program, as a matter of fact, you have 
practically a constant turnover. . 

Senator ELLENpER. Now, this that you have asked for, that 
is to be used also as I understand, for hardware ? 


REPLACEMENT AND UPKEEP RATE 


Mr. McGuire. Yes, sir. I would like to remind you, Senator, that 
this equipment that is in Korea has been through two wars already, and 
it is pretty badly worn out. The replacement rate plus the upkeep 
rate for that type of equipment is extremely high. The new equip- 
ment, that we are asking, it is not equipment that will be delivered 
this year. What will be delivered this year is what was programed 
last vear, and this equipment will be delivered a year from now, and 
you have to keep that flow coming in there or you are going to have 
an Army over there that is flat on its back. 


OVERALL TOTAI 


Senator Dirksen. Just to get the figures into context now, the 
original program called for as military assistance and 500 
million of Defense support, and 5,500,000 technical, and then out of 
surplus commodities, $47 million, so that your overall total would 
have been : plus. 

Now, under the House cut, exactly what will vou have for Korea / 

Mr. McGuire. I can only speak to you, Senator, in terms of the 
military situation and on the magnitude of the House cut which was 
determined only some 48 hours ago, this calls for a complete reevalua- 
tion so we can only make certain assumptions. [I can tell you with 
some reasonable degree what it would be at $2.5 billion. That would 
he for Korea. 

If you make any of the assumptions I have mentioned here 

Senator Dirksen. That is under the House cut ? 

Mr. McGuire. That is the authorizing figure, and now if you make 
the assumption that you would cut this figure 10 percent and this is 
a pure assumption because this involved a terrific amount of work. 
It means going back to the field and getting a tighter band of priori- 
ties. Weare going to break down priority 1, maintenance, into prob- 
ably 5 parts to get the very minimum that they can live with. 

That would put Korea at ——— million. Now, if vou took the 
program and just cut it arbitrarily across the board whieh T think 
would be the worst thing we could do, to just take a percentage cut 
across the board—that is the easy way out, to get the job done fast 
you would have ———. 
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Senator Dirksen. As against ————? 

Mr. McGuire. I would like to amplify the ———— figure so that it 
is correct in your mind. The Korean program is actually 
There is — in addition for the support of United Nations troops 
in Korea, which formerly has been carried in the Army budget. Both 
Mr. MeNeill and I thought that this should be brought out into the 
open as a cost. We have arrangements for the reimbursement of 
that money but we felt that it was a better control figure of what 
inited Nations support is costing us. 

It has been taken out of the Army budget where it was formerly. 


DEFENSE SUPPORT 


Senator Dirksen. What about the defense support figure / 

Mr. McGuire. The defense support figure—Dr. FitzGerald will 
have tospeak to that. 

Senator Dirksen. I mean under the House cut. 

Mr. McGuire. He will have to give that figure. 

Dr. FirzGeravp. It was $300 million in the original request, and 
that budget has been cut $17 million for the area, and we have not 
allocated that on an arbitrary percentage basis. It would cut out 
nbout $20 million out of that. It would be about $280 million. 

Senator DirkskENn. So, you have $628 million as against $815 million ¢ 

Senator ELLenpver. The biggest cut that has been made, as I under- 
stand, in the army. The other aid has not been cut very much. The 
one that really counts, in my opinion. 

Dr. FirzGeravp. It has been cut $17 million. 

Senator ELLENpER. You would agree, would you not, that in the 
last 2 or 3 years with the money we “have spent in South Korea, that 
we have increased their food supply, and we have built little fi ctories 
here and there, that make their economy much better, so that they 
can begin themselves to put more into the army. Is that not right? 

Dr. FirzGreratp. Senator—— 

Senator Dirksen. I think that is enough for our purpose now, to 
vet the figures in perspective. 

Mr. Ropertson. Senator, may | reply to that question / 

Senator ELLENpDER. Surely. 


CONTRIBUTIONS BY KOREA 


Mr. Rosertrson. IT think Korea now is applying about 78 percent of 
its budget to defense purposes, leaving only about 22 percent for 
all of the other functions of Government. I do not think it would be 
realistic to think that they can put more of their own budget into 
defense. 

Senator ELLeENpER. Now, Mr. Robertson, this 78 percent, you know 
includes mostly counterpart funds. 

Mr. Ropertson. Tam talking about their budget. 

Senator ELvenper. But this 78 percent for the army is mostly 
counterpart funds. 

Mr. Ronerrson. That is right. 

Senator ELLENDER. So that we are carrying the whole load. 

Mr. Ropertson. We are carrying the big part of it. 

Senator ELLENDER. All of it, or most of it. 
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Mr. Roperrson. Yes, because we have a little nation of 22 million 
people, that could not possibly begin to support an army of anything 
like that size. 

ECONOMIC CONDITION OF KOREA 


Senator ELLenper. I agree with you, but the records show that they 
have increased their rice production tremendously, and they have 
increased poultry and other production tremendously, and in - 
economic picture, they are so much better off than they were 2 or 3 
years ago. 

Mr. Roperrson. I think it is touch and go with their economic situ- 
ation. Because our program for the Army is so large it is very 
inflationary in its effects. It takes from productive pursuits a large 
part of their manpower, and much of what we put in there is trying 
to keep the mflation bubble from blowing everything sky-high. 

Senator ELitenprer. If you were to take the actual taxes collected 
by South Korea, as a contribution to the army, what percentage do 
you think would go into the army ? 

Mr. Rosertson. I cannot answer that. 

Senator Eiienper. I did not expect you to, because most of it is 
counterpart funds, as I am telling you. 

Mr. Rosertson. I agree with that. Korea would collapse tomorrow 
except for us, completely. 

Senator ELtenper. In addition to all of this, is not true, Mr. 
Robertson, that our armed services out of money that is provided for 
them to maintain our own Army, maintains the main roads out there 
at our expense, and all of the ports are maintained at our expense 
and all of the food that comes in is at our expense and anything that 
comes in, that is, an extra charge that is placed on our shoulders, and 
that is not reflected in here? 


INSUFFICIENCY OF KOREAN RESOURCES 


Mr. Roserrson. As you have been out there you know from your 
own trip, that Korea is a country which would be absolutely bank- 
rupt on its own resources. 

Senator Eitenper. I was there in 1949, and I was back there in 
1951, I think it was, and again last year. And, I have never seen such 
an improvement in the space of 3 or 4 years. There is no comparison 
between what I saw there in 1949 and what I saw last year. It strikes 
me that the people are hardworking people and they are different 
from the Chinese. They remind me somewhat of the Japanese, and 
they are progressive people, and it strikes me that they are in a posi- 
tion now where they can help themselves a little more. 

Mr. Ropertson. That is the only point where I disagree with you. 
I think they are bankrupt without us, and that we have an inflationary 
situation which requires a large part of our funds to prevent economic 
disaster. 

Senator ELLenper. It depends on what you count in the picture in 
determining what bankruptcy is. I have contended that our own 
country is bankrupt when you stop to think of the large debt. 

Senator Ture. Is it not true, that Korea is still endeavoring to 
reconstruct the devastation that war brought to her countryside, and 
the occupation of the Japanese for some 50: years certainly destroyed a 
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great deal of its resources. Therefore, Korea is trying to reconstruct 
itself today to become a self-sufficient little nation. 

Mr. Rosertson, I a it is one of the greatest economic problems 
we have in the whole area, even with what we are putting in there. 

Senator ELLENDER. oe Chairman,.may I say in passing, that the 
Japanese did, I would say, noble w ork in South Korea when they 
occupied. it. They built all of the roads there that were there, and 
most of the buildings of any consequence were built there by the 
Japanese and I want to say this, Senator Thye, that in the destruction 
of some of these villages, you would imagine that everything was 
wiped out. However, the ‘Koreans built houses there almost over 
night, Mr. Robertson and you know that, with local materials. 

Of course, we put in a new pattern there, and we are using brick 
and mortar now instead of their own native things. That is what 
is happening. 

REFUGEE SITUATION 


Mr. Rosertson. I think at one time there were about 5 million 
homeless people in the country. Have you been to Pusan, and noticed 
what people are living in there? That is one of the most pathetic 
places in the world. 

Senator ELtenper. That is because a good many came from the 
North. 

Mr. Rosertson. Refugees, exactly. 

Gentlemen, I just want to make one point, however, and emphasize 

, if I can, that what we are spending in Korea, we are not spending 
for Korea. Korea is a second: ary consideration. We are spending it 
primarily for the defense of the United States. Unless we are will- 
ing to turn over South Korea to the Communists, and we were not 
willing to do that in 1950, and I do not believe we are willing to 
do it today, it is necessary that we maintain military forces there 
vis-a-vis the heavily armed Communist forces north of the 38th 
parallel. 

Chairman Haypen. We will have to get along in this hearing so 
will you tell us about Taiwan ? 

Senator Exienper. Do you want to permit any a We 
might as well stop right now as far as Iam concerned. If that is the 
idea i, if you do not w vant anything on that, I will sit here and listen, 
and leave it, so you can get through right away, if you want to. 

Chairman Hayprn. Proceed with any questions you want to ask. 
My point was that time is fleeting. 

Senator Exnenver. I understand time is fleeting. 

Chairman Haypen. If we are going to go into great detail on each 
one of these items, we are going to be here about 1 week before we 
can get this bill out. 

Senator Cuavez. How would we be justified in reporting a bill even 
if what the witness says is all correct, if we do not get the evidence 
to go on? 

Chairman Hayven. I agree on that. 


RICE PRODUCTION IN KOREA 


Senator Cuavez. I just want to ask one question of Mr. Robertson. 
That is about the rice. Do they raise enough rice now for their own 
consumption ? 
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Mr. Rosertson. Yes, the Koreans do. 

Senator Cuavez. They used to export a lot of rice. 

Mr. Ronerrson. They used to export rice. Of course, their produc- 
tion was very much deplet ted by the war, and immediately after the 
war, but they have raised enough rice for their own uses and they 
shduld now be exporting rice, 

Senator ELtenper. They are raising more now than they ever did 
in their history, I have got that from the people there themselves, more 
then they have ever raised, 

Mr. Rozerrson. The export of rice is only one of a few things they 
have with which to create foreign exchange. 

Senator ELtenper. The same thing goes for livestock, and they are 
raising more chickens now than they have ever done in the past. And 
other things are the same, is not that true ? 

Mr. Rosertson. I think that that is true. 


EFFORTS TO OBTAIN COOPERATION OF OTHER NATIONS 


Senator EiLenper. Now, I would like to pursue just a little bit fur- 
ther the question asked by Senator Dworshak. What effort, Mr. 
Robertson, has been made by you or anybody that you know ‘of in 
trying to get our allies to assist in Korea? 

‘Mr. Rowerrson. Senator, I think that every effort has been made 
that could be made. 

Senator ELtitenper. With no success, however. 

Mr. Rosertson. With no success in getting them to keep their forces 
there. 

Senator Errenper. As I reeall, when I was at the front lines, we 
occupy—I do not know whether this is restricted or not—but this is 
a closed session and as I remember, we occupy 1414 miles, where if an 
attack is made, that is where it is going to be, and that is where our 
troops are. I understood we had a handful of Greeks there, and a 
handful of Ethiopians and a handful of Turks. About 2,100 feet, 
I think, were occupied by the British. We were furnishing clothing, 
food, hardware to everybody there except the British. 

In the case of the British, they would not use our hardware, and 
they had to have their own, but insofar as the food was concerned, 
we furnished all of that. 

Now, whether it was repaid or not I do not know. I obtained the 
information that some effort may be made in the future to get it back 
from Ethiopia, and from the British and others, but it was doubtful 
that that would happen, because it is all done together and there is no 
effort made to separate. They just send it out there and parcel it out 
ona per capita basis. Is that true? 

Mr. Roperrson. I think so. 

Senator E.tenper. And therefore, we end up in South Korea as we 
do in Taiwan, in carrying the whole blamed load. 

Mr. Ronerrson. That is substantially correct, and practically all of 
it. May I say—— 

Senator CHavez. Are there any French troops there? 

Mr. Roserrson. They have just a token force there. 

Senator Dirksen. But Mr. Secretary, that leaves the residual ques- 
tion. You make every represent: ition as persuasively as you know 
how, to have other countries make a contribution. They do not do 
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it, but the problem is still there. And the question is, do we realisti- 
cally face up to the problem under those circumstances or do we say, 
“Well, we will take the same attitude and we will pull out ?” 

Now, we have our choice, it seems to me. 


U. N. RESOLUTION DENOUNCING COMMUNISTS AS AGGRESSORS 


Mr. Roserrson. You remember that the U. N. resolution denounces 
the Communists as aggressors in Korea, and calls upon all of the mem- 
bers of the United Nations to send forces there, but that only 16 na- 
tions responded out of the whole membership. Of those 16, the total 
troops contributed was small. 

TAIWAN 


Chairman Haypen. Now, will you tell us about Taiwan, if all of the 
Korean questions have been asked ¢ 

Mr. Rosertson. On Taiwan, we have a very serious situation, po- 
tentially, at least. The Red Chinese Foreign Minister, has publicly 
stated numbers of times that he would like to have us give Taiwan to 
him peacefully, but if we did not give it to him peacefully, he was 
going to take it by force. In a press interview some months ago, his 
chief of staff outlined the things that they were doing in preparation 
of taking Taiwan by force. They are now building 10 airfields be- 
tween Shainghai and Canton to accommodate jet planes. They are 
greatly multiplying their gun positions in Fukien province which is 
right across the strait from Formosa. 

They are building a military railroad down to the port of Amoy, 
a military railroad it is because there is no economic justification of any 
kind for it. 

They are building up their military strength opposite Taiwan. We 
have built up—trained, equipped, and helped maintain in Taiwan ap- 
proximately 400,000 troops. 

Senator ELLeNnpeR. Is that not 600,000 ¢ 

Mr. Rosertson. I think it is now 400,000. 

In any event, if, as our military people tell us, that Formosa is a 
necessary link in our chain of defenses in the Pacific, we must main- 
tain defensive forces there. I submit again to you gentlemen that 
maintaining and training native forces is far cheaper for us than 
maintaining American forces. 

We consider that this army that has been trained in Formosa is a 
part of the defenses of the United States. I wish we would stop 
calling this foreign aid. I wish we would put these items in our own 
military budget. If we have a situation there which we must defend, 
then I submit that what we are spending in Formosa, we are not do- 
ing it for a humanitarian reason to help the Formosans, however 
much we would like to do ths a, but primarily our expenditures there 
are in defense of the United States. 


UNEXPENDED BALANCES IN TAIWAN PROGRAM 


Senator ELLeNpeR. According to the records of March 31, you had 
unexpended balances of . 

Mr. McGutme. That is in Taiwan? 

Senator ELLtenper. Yes. 
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Mr. McGutre. I can give that to you, I think, either way you want 
the breakdown. i 

Senator EL.tenper. That is the amount, is it not? 

Mr. McGuire.. As of February 29, the figure I have in front of me 
is ————. I can give you what the estimate was on June 30 if that 
would be helpful to you. We have some more advanced figures, and I 
would be glad to leave this entire table, with you Mr. Chairman, as it 
shows the expenditures in 1956, and what we estimate the balance will 
be by countries. What our proposed program is, and what the total 
funds would be available to expend, and what the estimated expendi- 
tures for 1957 are. Also, what the estimated unexpended balances 
would be of funds available on June 30, 1957. That table might be 
helpful to you. 

Senator Cuavez. Is that classified ? 

Mr. McGuire. It is classified by country, but not in total areas. 


REPLACEMENT OF EQUIPMENT 


Chairman Haypen. Well, the basic situation there is the same as it 
is in Korea. That is, you have certain equipment on hand that is 
growing obsolete, and you are proposing during the next fiscal year 
to replace that with newer and better equipment. 

Mr. McGutrr. Yes, sir. 

Chairman Haypen. I think that is in the general situation. 

Mr. McGuire. That is something that the committee ought to know 
about over there. 


PROGRAM FOR OLD SOLDIERS ON FORMOSA 


Senator E.ttenper. Is there any part of the unexpended balance or 
the proposed program of ———, the original figure, to be used to 
formulate a GI bill of rights for the old soldiers there ? 

Mr. McGuire. Not in this program. 

Senator Ei,enper. I think it 1s in Mr. Hollister’s program. 


CONSTRUCTION CONTEMPLATED 


Mr. McGuire. It could be. There is one thing here that I would 
like to tell the committee. We have a complement out there of about 
2,600 people. They do not have any facilities out there to properly 
live. We are contemplating building them a commissary so they can 
get proper food, for example, the bread out there, the medical people 
say 1s not good bread for them to eat. It is insanitary in many cases. 

Senator Exnzenper. For our people? 

Mr. McGuire. Yes, sir. 

Senator Cuavez. What about housing for them ? 

Mr. McGuire. I do not know exactly the status on that. 

Colonel Crirz. At the moment, they live in hotels. 

Mr. McGutre. What I am proposing to do, is build a commissary 
building on a limited basis that would cost around $235,000 out of 
administrative funds. The Navy commissary system will supply the 
equipment to run this market, and maintain the tremendous cost to us. 
I am sure all of you gentlemen agree with me that that is an important 
welfare factor to these men out there. 
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MORALE OF AMERICAN PERSONNEL 


Senator Cravez. What is the health history of the American boys 
and women and children there ? 

Mr. McGutre. I could not specifically speak on that. 

Senator Cuavez. The committee is interested in the morale situa- 
tion, not only the troops, but of the dependents. 

Colonel Crrrz. Generally speaking, it has been very good in the 
past. The reason for this increase as mentioned by Mr. “McGuire i 1s 
that we have recently increased considerably our training mission 
there, that is the actual number of our own forces there to “train the 
Taiwan soldiers. This additional facility is necessary to replace a 

very limited facility which was there before previously, and will not 
accommodate our forces that are there now. 

Mr. McGuire. We would intend in this operation to have any Amer- 

‘an personnel out there, such as the State Department people or ICA 
oop or any of our military people who were going in, and we have 
advisers to the Taiwan operation group, or if a Navy ship came up 
there. As it is now, when a Navy ship comes into Taiwan, a lot of 
these officers have to go down and scrounge around on the ship and try 
to buy stuff out of its lockers which I do not think is the best situation 
in the world for them moralewise. I just mention that as a point of 
interest that I think the morale of these men, if we are going to have 
good men run these programs, and they are going to be out there, we 
have to take care of them. 

Senator ELLenper. In regard to equipment, someone raised a ques- 
tion about equipment. The condition in Taiwan is not the same as 
that in Korea? 

Mr. McGuire. Not quite, sir. 

Senator ELLenper. Not at all? 


MAINTENANCE AND BUILDUP OF EQUIPMENT 


Mr. McGuire. I would like to point out the differences there. First 


of all, in this backlog for Taiwan, the backlog of ———— as of Febru- 
ary 29, is ——— or better than half, or roughly half is in aircraft. 


We have the ability and capability of building up these forces and we 
did not have the restriction of an armistice such as we have in Korea. 
The problem there is one of maintaining what we have and here it is 
some kind of a buildup or minor buildup there. 

I can give you the items. For instance, there are— 
we are putting in there. 

Senator ELLeNpEr. Are they trained by our men? 

Mr. McGuire. Yes, sir, they are, and they are good flyers, too. 

Senator Exienper. As I recall, there was a tremendously large 
MAAG force there, and how many are there now? 

Mr. McGuire. There are about 2,600, that is MAAG and training 
personnel. Now, in the backlog, Senator, there are———planes, ana 
we have delivered- 

Senator Ex:enper. Is that in the unexpended balance ? 

Mr. McGutre. Yes, sir. 

Senator ELtenper. That comes out of unexpended balances? 

Mr. McGuire. They will be delivered in my opinion, this year. 

Now, we estimate that into Taiwan, we will deliver in 1957 
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and in effect, we are going to deliver out of that unexpended bal 
ance what we put into it, so we are reaching a point in Taiwan 
where it is practically a replacement flow. It is not all maintenance, 
as I mentioned to you there is some buildup, and as you know, the 
Chinese Communists on the opposite side have also built up their 
air strength and built some fields there. 

Senator KNow.anp. I think it is more or less common knowledge, 
that the Communists have built fields from Shanghai down. 

Mr. McGuire. I get confused as to what should be and what should 
not be. 

Senator CLemMeEnts. It is already in the record this morning, about 
the 10 airfields. 


MATERIAL IN PIPELINE 


Senator ELttenper. If you were given the full amount of — 
that the House cut, you would have in the pipeline————for next year, 
which you now have. 

Mr. McGuire. Yes, sir, I would, and here is what would happen to 
that pipeline: Under our present planning on our initial requests, 
we are asking for—-———. We are going to deliver, Senator, to 
Taiwan under our present objectives, ————, so the balance will still 
be the same, and we think that that is about a fair balance to main- 
tain for this pipeline that runs all of the way to Taiwan. It is a long 
way away, and many things take place to keep that pipeline flowing 
and we do not think that that is an inordinate backlog to have 
for that country. 

Senator ELLENpDER. That is what makes me believe——. 

Mr. McGuire. May I point this out to you: This will help you I 
think. We estimate that we will have, on the first, July 1956, the 


first of this month, for Taiwan, —. We will deliver out of that, 
and that will leave us ———— in backlog if we do not put any- 


thing in the program, All we are asking to put back in the program 
is what we deliver. 

Senator ELLtenpER. Under the House figures, you would have what ? 
Tlow much have you apportioned on that amount ? 

Mr. McGuire. I have to caution you that we have to do this on 
arbitrary factors. 

Senator ELLenper. You have in your mind what you are going to 
do, and you are going to put it where it is necessar y- 

Mr. McGuire. I have to, but there are so many programs that | 
have to consider. 

Senator Exitenper. Do not make the problems any bigger than 
they are now, and you know exactly, and you can do it right here 
from Washington and you do not have to go into the field. 

Mr. McGutre. It would be somewhere on the basis of the House, 
about ———- 

Senator ELLenper. So, you still have in the pipeline with the House 
figures - , 

Mr. McGutre. Would you mind if I check that figure? 


Senator ELtenper. There is ——— left out of the deliveries you 
are going to make, and you have just anid that, plus ———, and that 


makes —-~——,, in round figures. 
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Mr. McGuire. That is right, but I cannot produce that, if I do 
not get it. 

Senator ELLeNDeR. But you have ordered i t already, the things 
that you are going to deliver this year, and it is in this ———, and 
where you are going to be short will be next year. Is that not true? 

Mr. McGuire. No, I am starting out, Senator, and I am asking for 

—— in this program. Now, if I take the House figure, I will have 
a balance of ———— and I am going to deliver ———— out of that. 
that is roughly 

Senator ELLENDER. So that you will have, ——— 


LEAD-TIME BASIS 


Mr. McGuire. And my deliveries would be about the same but I 

am not on a 1-year lead-time basis on this program. I would like to 
caution you on that. 

Senator Ellender. If the worst were to come, you could take it out 
of our own, could you not ? 

Mr. McGuire. Out of our own what ? 

Senator ELLenper. Out of our manufactured stuffs, that is what 
you are doing now, in many instances. 


USE OF WORLD WAR II VEHICLES 


Mr. McGuire. No, I do not think that that is necessarily a fair as- 
sumption, Senator. For example, in the matter of vehicles, it has been 
the practice in this program it the past to use World War IT vehicles. 
There are no more World War II type vehicles and we will deliver 
the last World War IT vehicles in September or October of this year. 
The vehicles will have to be procured especially for this program. 

This matter of taking it out of our inventory, is no longer what it 
was before. That has changed substantially. You take the aircraft 
that we are talking about, they do not come out of our inventories in 
the sense that I think that you may have thought. They come out of 
our inventories after they have been replaced by another plane that 
has to be ordered, so it takes the lead-time for that plane plus the 
rehabilitation time of the plane that we are going to get that is really a 
used plane. 

Senator ELLENpER. Now, Mr. McGuire, is it not a fact, and let us 
be practical about this, that if any effort were made by the Chinese 
Communists to take Formosa, that would mean we would go into it, 
would it not ? 

Mr. McGutre. I think so, I think that is our policy. 

Senator Exienper. And the little Air Force that you are training 
now at Formosa would not amount to much. Okinawa would come 
in and with bases with our own people, and the Navy would be the 
one to carry the load, and the soldiers on the island would be the ones 
to defend in the event they come near enough. 

Mr. McGuire. I would like to point out 

Senator E_Lenper. Is that not true? 

Mr. McGuire. That is true, but I would like to point this out: If 
we are called in and there was an attack, first of all, our logistic plans 
are predicated on the fact that we have certain situations such as in 
Taiwan properly equipped and carrying out their missions. Let us 
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call it the deterring mission until we can get there. On the other hand, 
| would hate to see the situation where due to lack of ammunition, or 
lack of planes, or other equipment we had to go into Taiwan and do 
what we had to do when we went into Korea, and turn them around 
and retain them and regroup them and take a lot of loss in lives and 
money, while we were doing that. 

[ think we would be far better off going to Taiwan with the objec- 
tive plans for Taiwan well supported and well carried out, and at least 
we are not going into a chaotic condition as we did in Korea. 

Senator Knownanp. And you have the additional factor, too, do 
you not, and that is that the trouble might not break out in Taiwan 
or that areaalone? The Soviet Union could show its hands directly or 
in Europe, and you might have disturbances breaking out in the 
Middle East and in Southeast Asia, as well as Formosa, so they would 
attempt to spread us a little thin, and until we could get properly set 
up, we might not be able to concentrate all of our attention in the 
Taiwan area with the Seventh Fleet. 

Mr. McGuire. There is no quesion about that. The obvious answer 
to this is that it is a worldwide game and they can cause us to split 
and divide our forces and that is to their advantage if they really 
want to accomplish something. 


IMPORTANCE OF HELP FROM ALLIES 


Senator ELtenper. How much chance would we have in that area, 
if we did not have help from our allies?) Suppose the whole thing 
would break in Europe as the center, as the Senator from California 
said, and Europe and Korea and everywhere else. You know we 
would have to have their help, or else we are in trouble. 

Mr. McGurre. I think that you are quite right. 

Senator ELitenper. That is why I say, it is essential that since this 
be a mutual security program, that efforts be made to get these other 
people in. 

Mr. McGuire. Senator, I would like to mention this to you. I am 
just as much concerned as a citizen as you are about this problem. 

Senator ELLenper. What is that? 

Mr. McGotre. It is a little out of my field. 

Senator ELLenper. What is that? 

Mr. McGuire. I am as much concerned as you are about this prob- 
lem. 

Senator Cuavez. That end of it will have to be handled by the State 
Department. 

Mr. McGutre. I think everyone is trying to accomplish that, and it 
is one thing to try and it is another thing to get him to do what you 
want them to do. I think we are forward looking in recognizing our 
responsibilities in spite of the fact that we cannot get the other fellows 
to quite come along with us the way we would like to see them. 

However. I do not know what he would do, what little he is creating, 
if we did nothing. I am speaking now as a citizen and not as an 
expert. because that is a State Department problem. 

Mr. Roserrson. What you say makes it all the more imperative that 
we train and maintain native troops to help those nations defend them- 
selves. as well as to add to our military strength in the area. 
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FOOD PRODUCTION ON FORMOSA 


Senator Exxenper. I am certainly not against that, Mr. Robertson, 
but the point that I made in respect to Korea awhile ago, it is better 
off, and the same thing applies to Formosa. We are in Formosa taking 

care of all of the soldiers that are there, and as you know through 
support, and Chiang said to me, unequivocally that the food pr oduc- 
tion, and the record shows it on Formosa has increased tremendously 
over what it was before, and that he could take care of at least a third 
of the food necessary for the 600,000 soldiers that we have there. 

But our people say, “No, we will take care of all of it,” and that is 
the attitude taken. 

Mr. Rosertson. I do not agree with that statement. 

Senator ExLenper. No, you do not, I know. I did not expect you 
to agree with it. But my dear sir, I talked to the men in the field out 
there, to the people out there in the field, and this afternoon, I under- 
stand we are going to the economic part of it, and I want to bring that 
out a little bit more, more so than the Army. But Chiang Kai-shek 
never intended to go into the mainland, and all he wants now is to use 
those soldiers to defend. 

Mr. Rosertson. We want them to do the same thing. 

Senator Cuavez. How does he plan his share of the cost ? 


COOPERATION OF FORMOSAN GOVERN MENT 


Mr. Rorerrson. I think, Senator, and there are differences of opin- 
ion, but I think the Formosans are making the utmost contribution 
they can to the program in Taiwan. I think the Government there is 
doing all that it can do, and they are dependent upon this program of 
ours to support them. 

Here, as in Korea, if there should be a weakening of our military 
strength at this critical time, it would not only in my opinion, not be 
to the best security interests of this country, but it would also have a 
tremendous impact upon the morale of the people there, on the island. 
That is one of our greatest problems, maintaining the morale of these 
people to resist, because if they should defect tomorrow, our problem 
would not be simplified. It would be tremendously compounded unless 
we are willing to give up and turn over these areas to the Communists. 

Chairman Haypen. All right, gentlemen of the committee, I asked 
Mr. Dulles and the chairman of the Joint Staff to appear this morning 
and the time has arrived. If there is no objection, we will ask these 
witnesses to stand aside, and we would like to hear from the Secretary 
of State. 


DEPARTMENT OF STATE 
STATEMENT OF HON. JOHN FOSTER DULLES, SECRETARY OF STATE 


EFFECT OF HOUSE ACTION 


Chairman Haypren. We are glad to hear from you now, Mr. 
Secretary. 

Secretary Duties. Mr. Chairman, you will be hearing from those 
who are more qualified than I to speak about the details of this situ- 
ation. I would like to speak about certain broad aspects of it. 
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The first thing is that if the Senate does not appropriate what has 
been authorized but falls short of that by a very large sum, as is con- 
templated by the House action, what will be the inter pretation -put 
upon that in the world? TI think the interpretation that will be put 
upon that almost surely is that it is the judgment of this Congress that 
the danger has passed to such a degree that we do not need to carry 
out any ‘longer the policies which have brought us where we are. 

Now I believe that things are going, on the whole, along lines that 
are favorable. For a good many years now, since the Soviets over- 
played their hand in Korea, we have developed with friends and allies 
throughout the world defensive policies and defensive organizations 
which have checked the on-rush of communism. We have denied them 
successes. Under the impact of that denial, their own internal prob- 
lems have greatly increased. It is rather significant, I think, that the 
statement of June 30 just issued by the Central Committee of the 
Soviet Communist Party says that it was not possible to deal with the 
evils of Stalinism during the early postwar period because the enor- 
mous successes of Stalin were such that he had such popular support 
that nothing could be done about him. 

Well, those successes have been checked, and they have been checked 
by the kind of policies which we have been supporting through our 
mutual-security program. And because those successes have been 
denied, Russian internal problems have became greater. The Soviet 
Communist Party and the parties that make up international com- 
munism are el gaged i in a very great internal controversy among them- 
selves and the Soviet Communists have had to promise to gr‘ ant many 
reforms, and decentralize powers and do other things which, if in fact 
they were done, would greatly minimize the danger of a sudden mas- 
sive attack against the United States and would put peace on a much 
firmer basis. 

But these things are so far only promises and they have not hap- 
pened. Whether or not they will happen depends upon whether we 
continue the policies which have brought them to the present state of 
affairs. To assume that the victory is already won would be the 
greatest possible disaster, because then it would mean that they might 
pluc ‘k victory out of what otherwise can be turned, I believe, into their 
defeat. 

Now, if they can gain fresh external successes, and if the defenses 
of the free world at this stage crumble—and there is some tendency 
that they will crumble because other people are doing more wishful 
thinking than we are, and assume that the danger is all past—if those 
defenses crumble and if they can gain new external successes, then the 
problem would be back on our hands in all of its former gravity. 

I believe, Mr. Chairman, that unless the Congress appropriates the 
amounts that have been authorized, the interpretation that will be 
put upon it throughout the world will be that this Congress believes 
that the danger is sufficiently past so that we can relax. If the United 
States, which is looked upon as a strong, vigorous element of this 
coalition, if it takes that position, you can be sure that others will be 
quick to follow. They will not only follow, but they will go much 
further indeed than we would. 

We are the bellwether, and we are the kingpin in this situation. I 
believe if this House action should stand it could set in motion a 
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series of actions which would be disastrous and which would open up 
the free world to new successes by the Soviet Communists which 
would enable them to restore their internal prestige and reestablish the 
old policies of Stalinism which at the present time they pretend, at 
least, they want to get rid of. 


ABSORBTION OF HOUSE CUT 


Now, this cut cannot be absorbed without very serious effects upon 
all or most of the situations in which we are deeply involved, and 
where we are under very great pressure. I do not know, if the cut 
were to stand, how it would be absorbed, because that creates a very 
grave problem and it cannot be answered in a few minutes. It would 
involve a restudy and reprograming of everything. The first thing 
we would have to do would be to tell all of the countries with whom 
we have these arrangements that they cannot count upon anything 
that is now in the works and that ever ything will have to be restudied. 
That, in itself, will have a profoundly disturbing effect in every one 
of these countries. Were we to come out—I wonder if I could be 
allowed— oa 


SECRECY OF AMOUNTS ALLOCATED TO COUNTRIES 


Senator ELtenper. There was only one question, we are not permit- 
ted here to say what countries will get what. 1 am wondering if the 
countries themselves know, or is it just a program that is in the dark, 
more or less, and the countries themselves do not know what you are 
going to give them / 

Secretary Duties. The countries do know. They do know in quite 
a specific way what is programed for them because their own military 
programs have to be, and they are, coordinated with ours. 

Senator KNow.anp. But they do not know what is programed for 
the other countries. 

Secretary Duties. No; but they do know what is programed for 
themselves because they have to know because their own military 
planning has to be dovetailed with it. If you are going to give a 
certain type of military equipment, you have to have people there 
trained to use it, and that is their half of the program which they have 
to comply with. 

The initial effect, in concrete terms, will be demoralizing and 1 
will give a great impetus to the forces which say, “We had better a 
over to neutralism and disarmament. 

If those forces gain further ascendancy, as I say, the whole struc- 
ture we have built will begin to crumble and can crumble very rapidly, 
and enable the Soviets to snatch a victory where otherwise they are 
facing a defeat. 

Now, what ultimately would be done, I do not know. You could 
cut out entirely in some areas, and maintain your programs virtually 
intact in others or you could try to scale the thing down all along the 
line. I do not know what would be done. That would have to be 
aithay a military judgment. But I would say that there is no area 
here which receives a substantial amount which could be cut out 
entirely without disastrous effects. 

You have got these areas in the Far East, which have just been 
the subject of discussion. That is Korea and Formosa and Indochina 
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with Vietnam. To abandon any of those positions, or appreciably to 
weaken them would have a very grave effect. It would involve, in 
effect, abandoning our strong defensive position in the Western 
Pacific, and it could lead to the falling back of the basic defenses of 
the United States from a forward position in the Western Pacific, 
baék to our own coast or possibly including the Hawaiian Islands. 
That would be a defeat of the utmost gravity to the United States 
and imperil us very greatly. 


IMPORTANCE OF MIDDLE EAST 


The Middle East is an area where, above all, we need at the present 
time to have some flexibility and some funds which could be used, 
because that is an area which is very much under attack at the present 
time from the Soviet Communists. It involves the oil reserves which 
are vital to the economy and the defenses of Western Europe. If 
those should be lost we would lose everything that we have done in 
the way of trying to build up and strengthen. Western Europe. We 
do not know what is going to develop there, but we should not be in 
a position where we cannot, if need be, spend some more resources 
to develop some further military strength in these northern tier 
countries. That is particularly true of both Pakistan and Turkey 
which are important elements in our program and need to continue 
to be supported. 


NATO SITUATION 


Then you get to the NATO situation. That is in a delicate position 
at the present time. I frankly admit that there is a tendency on the 
part of some of the European members of NATO to want to greatly 
weaken the defenses of NATO. We do not think that that is prudent 
todo. When I say “we,” I am speaking not only for the State Depart- 
ment, but I think T can speak also for the Defense Department and 
the Joint Chiefs of Staff in that respect. There can be readily set up, 
however, a demoralizing collapse of that situation and what would 
be the greatest success that the Soviets could possibly achieve, in effect, 
a disintegration of NATO. NATO has been the great target of their 
attack, Their great political objective has been to bring about the 
ending of NATO. NATO denies them access to the richest area that 
there is in terms of industrial power and trained and equipped man- 
power, capable both of great industrial effort and of great military 
effort. It is going to be hard enough to hold that situation, and it is 
going to be in my opinion impossible to hold that situation if we are 
put in a position of virtually having to cut out the program which we 
now have there for new weapons which are primarily designed to 
give those countries some assurance that if there should be a modern 
war, and nuclear weapons are used, they would have some capacity 
for defense against that. 

If they are going to have to be exposed to that by elimination of that 
new weapons program, which I think would be inevitable under the 
House cuts, I doubt that you can hold NATO together, and it will be 
a very great disaster for us and a very great victory for the Soviet 
Communists. 

Mr. Chairman, whether you look at this thing both from the broad 
impact upon the whole psychological situation at the present time, or 
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the cold war, where our enemies are in a state of disarray and con- 
fusion because they have been denied victories—but where I recognize 
that there is weakness and disintegration setting in on our side and 
it is a question of who holds out the longest—it is often said in the case 
of the battle the victory goes to the man who holds his nerve to the 
last 15 minutes. Let us hold our nerve to the last 15 minutes and win 
this thing. We have it within our possibility of doing so. But if we 
set the example and the Congress of the United States sets the example 
of saying, “Boys, let us quit this struggle,” that will spread through- 
out the ranks of the whole free world. Our enemies at the moment 
when they are in the greatest trouble will be able to snatch a victory 
out of that. 

So, for that reason, Mr. Chairman, I strongly urge that the appro- 
priations be gr: anted. That is, the full appropriations be granted in 
the amount authorized. That is the general consideration. 

When I think in terms of the people and places that are affected, 
it is one thing to cut out money. Money is anonymous. Somebody 
has to translate that money into terms of places and people, and T 
ask you to go through the places where this money principally goes, 
whether you go to Korea or Taiwan or Indochina or Turkey or Paki- 
stan or NATO and say which of those places do you want to see aban- 
doned. Who shall we let go? You cannot figure one of those places 
you would be willing to let go, or one of those places which, if 1t was 
let go, would not set up a chain reaction which would have far greater 
consequences than the particular areas in question. 

In other words, when you think of this thing not in anonymous terms 
of cutting out dollars, but in cutting out people and places, then you 


face a problem of the utmost gravity. 


SITUATION IN YUGOSLAVIA 


Now I would like to say a word about Yugoslavia. I strongly urge 
upon this committee and through this committee upon the Senate 
that we should be allowed a certain measure of discretion still as re- 
gards Yugoslavia. That is a difficult and delicate situation. I am 
absolutely certain of this: First, that Yugoslavia still stands as a 
symbol of independence in the satellite world and that if that symbol 
were pulled down and if Yugoslavia went back again 100 percent into 
the Soviet camp, it would make it infinitely more difficult to carry out 
our program which seeks the liberation and freedom of the satellite 
countries. It would be a terrific setback to all of our hopes and all 
of our plans in that area 

Let us look also at that Y ugoslavia situation from the standpoint of 
its military establishment. It has a military establishment which is 
derived from the United States. Its operation carries with it Amer- 
ican technicians in Yugoslavia and it is dependent for its use largely 
upon ammunition obtainable only from the United States, and for 
spare parts and replacement obt: ainable only in the United States. In 
my opinion, the test of whether or not Yugoslavia has gone over com- 
pletely to the Soviet camp depends upon . whether or not they want 
to have a military establishment which can only function effectively 
with United States help, or whether they want to have a military 
establishment which will be dependent upon the Soviet Union. The 
Soviet Union has been pressing its own military equipment and estab- 
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lishment upon Yugoslavia. They say, “Throw away all of this Amer- 
ican stuff, and we will give you our MIG’s and our tanks and the like.” 
So far Tito has refused to take that. 


IMPORTANCE OF DISCRETIONARY POWER 


I am not saving that the discretion which was left to the Executive 
by the authorizing legislation will be used in favor of aid to Yugo- 
slavia. I do not know what we will do. But I believe that to deny 
discretion to the Executive in that respect would be greatly to set back 
our hopes and our prospects in that part of the world, and to force 
irrevocably into the Soviet camp a nation which still is trying to keep 
in both camps, if you will, not a very happy situation for us, T admit, 
but a much happier situation than if they are 100 percent in the Soviet 
camp and wholly dependent upon it for military establishment, pro- 
jected into a new forward position in Europe. 

So I greatly hope that the committee and the Senate will follow the 
example already expressed in the authorizing legislation and allow the 
Executive to have some discretion in this matter, but not to foreclose 
the case so that we can have no discretion to deal with it, because it 
is a situation which is still fluid, which is still flexible, and we should 
not be the ones who give it a final irrevocable push into the Soviet camp. 

Chairman Haypen. Are there any questions / 

If not, I would like to hear from Admiral Radford. 


Joint Cuiers oF STAFF 
STATEMENT OF ADM. ARTHUR W. RADFORD, CHAIRMAN 


IMPACT OF REDUCTION IN PROGRAM 


Admiral Raprorp. Mr. Chairman, I would like to say that there is 
little I can add to what the Secretary of State has said. I feel just as 
strongly as he does that the psychological impact of a great reduction 
in our military-aid program will be so adverse around “the world that 
it is hard to estimate at this time just how serious it will be. [ would 
like to remind the committee of statements that I have made before. 
This military-aid program is designed to generate and maintain forces 
to add to the security of the United States. In other words, this is a 
self-serving program all around the world. Weare not helping people 
just for the pleasure of helping them. We are helping them because 
we need their military strength just as they need ours. 

I cannot emphasize too much that the military leaders in these coun- 
tries have the same pl: inning problems that we do in the United States. 
We have to work 2 or 3 years ahead on our programs, and if there is ° 
material reduction it has an impact on our force structure for at lea 
2 or 3 years in advance. You cannot retrieve, or you cannot make . 
for the loss of time. 

I do not know how the Joint Chiefs of Shaff can divide up a total 
of $1,735 million when the program originally submitted was for $3 
billion. We are going to have a great deal of difficulty and it will 
take us probably in the ne ‘ighborhood of 6 months to finalize the new 
program, and that in itself will have an impact all around the world. 
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There will be a long delay before anybody can know just what their 
program is going to be. 


COMMUNIST PEACE OFFENSIVE 


Now, in my opinion, the latest Communist peace offensive was de- 
signed to bring about action of this kind in the free world. In other 
words, the Communist leaders hope that this space offensive will result 
in the parliaments and congresses of the free world reducing appro- 
priations for military purposes. They could not be more happy about 
any single action than a reduction of the amount that is contemplated 
in here. It plays right into their hands. 

Senator ExLenpver. Is that an assumption of yours or do you know 
it as a matter of fact / 

Admiral Raprorp, It is an assumption, and I think it is a pretty 
good one. 

Senator McCLetLan. May I ask a question there? As I understood 
you, Admiral, you referred to the present amount supported by the 
House, in the House bill, as a reduction in our foreign spending, is 
that correct 

Admiral Raprorp. Our original request for the military-aid pro- 
gram from the Defense Department was 33 billion. 

Senator McCLetian. I understand, but you say we cannot afford to 
make a reduction because of the impact it would have on the world 
and the reaction there would be to it. Is it not a fact that last year 
the Congress only appropriated $2,765, million and the House bill this 
year increases that amount by $600 million, and there is no reduction ? 
There is an increase. 

Admiral Raprorp. Senator, unfortunately that is very complicated. 
I told this committee in 1954 that in my opinion our military-aid pro- 
gram Was going to require annual expenditures of between 3 and 3% 
billion dollars for the indefinite future. The last 2 years we 1 equested 
lower appropriations because we were working down this unobligated 
balance to the point where we felt it could be worked down, and where 
we would be in step with deliveries for about 3 years in advance. We 
have reached the point, or we did reach the point this year. It was 
predicted last year, even when we made our request that from now 
on we would have to request substantially larger amounts each year 
in order to maintain the programs on a leveled-off basis, more or ‘less. 

Senator McCiettan. The point I wish to make is this: When you 
say that $3,400 million appropr a would be regarded as a substan- 
tial reduction in this program, I did not understand how other coun- 
tries can regard it as a substantial reduction when it is $600 million 
over and above w hat the Congress appropriated last year. I do not see 
where they are going to get any such reaction. 

Admiral Raprorp. Senator, the »y all follow the papers and they fol- 
low the hearings before the Congress and they know that the Defense 
Department asked for $3 billion, and that is known all around the 
world. They know that this big cut will have an impact on their indi- 
vidual programs. They do not have to know ex: actly what it 1s now, 
but they just get the impression that the Congress of the United States 
has reduced the amount by almost one- half of that origin: ally 
requested, 
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Senator McCLettan. It is a reduction in the request, on the basis of 
the request, but it is not a reduction in appropriations over last year. 

Admiral Raprorp. No, sir, and that is well known. But that is-not 
the basis on which we appear up here. The request last year was lower 
because we did not need it at the time, but we said we would have to 
come back this year and ask for more. 

Senator McCietitan. You are getting more on the House basis. 


FUNDS FOR ADVANCED WEAPONS 


Chairman Haypen. I would like to ask a question about the money 
that was supposed to be made available for advanced weapons, and 
particularly to the North Atlantic Treaty nations. Will it be possi- 
ble to carry out that program with this amount? 

(Statement off the record.) 

_Admiral Raprorp. Incidentally, the appropriations for advanced 

“apons that were requested here was originally about $530 million, 
or $535 million for the whole world. Practic ally none of those weap- 
ons were going to be delivered until the latter part of 1958. In other 
words, we were just going to order them this year, and then they 
would have to built. In the meantime, we have this problem of sup- 
plying spare parts and so forth to maintain the equipment that we 
have delivered to many of those countries that have not been able to 
generate sources for spare parts, or to pay for them themselves. We 
would like to insure that the equipment we have delivered is main- 
tained. 

Mr. McGuire. Could I add to what the admiral has said, sir, that 
as I pointed out to you on the basis of seventeen thirty-four, and de- 
ducting the fixed administrative costs of the program, you have left 
to distribute around the world approximately $1,480 million. What 
I call the Big Five, that is, Taiwan, Pakistan, Korea, and those coun- 
tries, total $1,200 million. Now, those countries for practical pur- 
poses are right on the frontlines. That leaves you a balance of $280 
million. Let us presume for the moment that we could find some 
justification for going forward and funding $280 million of advanced 
weapons. That “would mean that you would have nothing left for 
any other country in the world except that increment which they 
would not get until 1959, or 1958. So it gives you the impossible 
choice, and you just cut the thing down to a ridiculous point, not 
touching some of these areas at all; nothing for the Philippines, for 
example, and nothing for Japan and you hit a quandary in any of 
these assumptions that you want to m: ake on this thing. 

Senator Cravez. How much for France? 

Mr. McGume. It would depend in France, how much you allocated 
of the new-weapon problem, and I might point out to you that in 
the allocation of these new weapons they will have to be done on a 
regional basis. I mean by that, this: You could well decide in 
SHAPE to protect the Netherlands area by not having the Nike bases 
or some of the new weapons located physically in the Netherlands, 
and they might be on the borders of the countries there, and it has to 
be on a regional approach. We are protecting a mass of land over 
there rather than a central tiny spot. 

Admiral Raprorp. Most of these advanced weapons are in the air- 
defense category. 
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Senator ExLenper. Is that to protect the cities there ? 
Admiral Raprorp. To protect the whole NATO area, and work up 
a proper air defense along the lines of the ones he had here. 


FRENCH AND ENGLISH ADVANCED WEAPONS 


Senator ELLENDER. What support have you been getting from the 
people involved there, the French and English and all of them? 

Admiral Raprorpv. They have their local city and county aircraft 
defense. 

Senator ELLenper. That is the old kind. I am talking about the 
new kind. 

(Statement off the record. ) 

Senator EL.tenper. I understood General Gruenther to say, and I 
may be in error, that there was a plan proposed to protect the cities, I 
asked the question, “Why should. they not do that themselves,” and 
they are certainly able to do it. 

(Statement off the record. ) 

Senator ExLenper. By new weapons, you mean these protective 
things ¢ 

Admiral Raprorp. Largely, they are mostly in that category; yes, 
sir. 

Mr. McGutre. That is the Honest John, the Corporal, and the Nike, 
and the guided missiles, and that type of thing. 

Chairman Haypen. Are there any further questions ? 

Senator KNownanp. I have some questions of the Secretary of State 
on this Yugoslavia situation. 

Mr. Secretary, I am frank to say that I think that the testimony 
here of the Assistant Secretary Robertson, and yourself, and of Ad- 
miral Radford, is very powerful on this collective defense structure 
that we tried to get in the world and the implications and the respon- 
sibilities it would be upon the Congress and upon our allies if a major 
cut was made. I think it isa very heavy responsibility that the Senate 
or the Congress would have to face up to if in view of the profes- 
sional judgment of those responsible for our national defense these 
substantial reductions were made. But there will be another time 
and place when that may be discussed and argued in the forum of 
the Senate. 

CONTINUED AID TO YUGOSLAVIA 


However, I am frank to say that I am not convinced on the state- 
ments that you have made relative to Yugoslavia. I venture to pre- 
dict that Yugoslavia will turn out and Mr. Tito—to have done more 
harm to our defensive system by moving around the world and at- 
tempting to move the people out from ‘the ver y structure that we 
are trying to build, and by openly advocating the admission of 
Communist China into the United Nations, which will have a detri- 
mental effect not only on the morale of the Republic of China, but, 
I think, of the entire Far East, and his statements that he is marching 
arm in arm with the Soviet Union. 

Now he does not have any fear of attack from the United States. 
We certainly are not going to attack him. On the contrary, when 
there appeared to be some danger that he might be subject to aggres- 
sion from the Soviet bloc, we furnished equipment and while there 
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was some doubts, I think, in the minds of members of this committee 
and of the Senate at that time, we felt that the overwhelming pre- 
dominance of the weight of the evidence justified that despite the 
philsophical and ideological views of communism in Yugoslavia. 

But now that he himself, of his own volition, has moved out of the 
realms of neutrality, and he is, in fact, either under the inspiration 
of the Kremlin, or because he is following a parallel line, is advocating 
every policy, every foreign policy that the Kremlin advocates, detri- 
mental to what we have been tr ving to do, [ cannot find myself justified 
in voting a single penny to supply arms to Yugoslavia. 

Now, I am ‘frank to say that there may be justification to not cut 
off economic aid. Certainly we have no quarrel with the people of 
Yugoslavia, and I have no doubt that there are many of them who are 
unhappy individuals under Titoism, as those behind the Iron Curtain 
are unhappy, but I find it very difficult to justify to the Senate, or to 
the American people that we shall continue, in the light of the action 
taken by Tito of lis own volition, to continue to furnish military 
equipment to him. 

As I say, he does not need to fear an attack from us, and he has ap 
parently made his bed with the Kremlin and he should not fear an 
attack from them. I think that is a problem which the Senate is 
going to face up to, and there isa great deal of sentiment in the Senate, 
even those who voted against the amendment in the authorization bill, 
and personally I hope that some restriction will be placed in this bill 
on the furnishing of military equipment to any Communist country. 

Secretary Duties. Well, Senator, the policies of Tito that you 
referred to are nothing new. As far vs I know, he has been advocat- 
ing policies that you referred to for a considerable period of time. 
That was true even at a time he was at the most violent odds with the 
Kremlin and when the Stalinist forces were trying to overthrow hin. 
There is nothing new in the situation in that respect. There are, of 
course, a good many people to whom we give assistance of one sort 
or another who have international policies that we do not like. These 
policies of Tito are among those, but as I say, those are not new 
policies which have come about as a result of any recent reproach. 

Now, I do not know whether or not he still fears an attack from 
Russia or more likely from his immediate neighbors. 

So long as he wants to have his defensive power from the United 
States, I think it would be a very great mistake on our part to take 
action to compel him to get his defenses only from the Soviet Union 
and be dependent entirely upon that. The very fact that he has a 
military establishment which depends upon the United States indi- 
cates, of itself, that he has not sold out to the Kremlin, and why 
should we compel him to sell out? Why should we compel the intro- 
duction in that quarter of a Soviet type of equipment, with Stalin 
tanks and the like? That would certainly be a grievous turn for the 
worse by any standard that T can think of. 

Now, that may come to pass. Why we should force it to come to 
pass, I cannot see. If he wants to have the present United States 
style military establishment, why should we be the ones to say, “No, 
you cannot have that kind of a military establishment. You have to 
have one which depends upon the Kremlin”? TI think that would be 
utter folly. 
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Now, things may move in that direction. But do not let us be the 
ones that move them in that direction. If it comes about, it will be 
unfortunate, but do not let us create our own misfortune. I would 
say that for all of our hopes for that area, which are very consider- 
able, and Lam ts Uking about the satellite position in general, I cannot 
think of anything that would set back those hopes and our plans more 
than action that would force Tito to go back again to dependence 
upon the Soviet Union for his military establishment. 


EFFECT OF SUPPORT FOR YUGOSLAVIA 


Senator KNow.Lanp. I think that there is an additional factor 
which you have not mentioned here, and that is that when you adver- 
tise to the nations that are outside of the Lron Curtain that not only 
«a Communist controlled country which we knew Yugoslavia was, but 
at least at one time presumably was at odds with the Kremlin, that 
has now made its peace with the Kremlin, is following a precisely 
parallel policy of the Kremlin in foreign policy—and I would like to 
know in any place they deviate—you say, in fact, to the Communist 
Party of Italy, to Mr. Togliatti, and in France and the rest of them 
so that they can use with their electorate this argument: “Look, there 
is no danger in voting a Communist Party into power, because as long 
as we maintain or claim we have a certain independence of the Krem- 
lin, even though we follow a parallel foreign policy, we not only can 
get economic assistance from the United States, but it has now been 
demonstrated we can get military assistance from the United States, 
and therefore, why not vote Communist in Italy, or in France, or 
whatever the country may be?” 


I think in the long run, we will do far more d: damage to our foreign 
polic V that we will do good. 


CALCULATED RISK INVOLVED 


Secretary Dunes. It is perfectly obvious that whenever we give 
assistance to a neutral country or one which maint: uns friendly rela- 
tions with the Soviet Union, you take certain risks in doing that in 
terms of the impact of that upon the allied countries. Those risks 
have to be weighed. We have weighed very carefully the risk that 
you speak of. That is the best political judgment we can get. 

When you weigh these risks, I really think, Senator, that to a con- 
siderably extent this problem is really properly under our constitu- 
tional system, primarily a problem for the President in his day-to-day 
conduct of foreign relations. IT cannot say how this situation is going 
to develop, nor can the Congress. It is ‘extremely difficult to do so. 
The situation may alter or may change in many respects, and it is 
quite possible that we may not use this discretion. But I do not think 
that when we are in this business of we ighing carefully the pros and 
cons of a fluid situation, we should be put in a straitjacket by the 
Congress. 

REPORTS ON RUSSIAN VISIT OF TITO 


Senator Tirye. Mr. Chairman, I would like to ask this question of 
Secretary Dulles: Have you gotten any reports from within Tito’s 
vovernment or within his own family of administrators relative to his 
friendly action in Russia on his recent visit to Russia ? 
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: Secretary Duties. Yes, sir. Our Ambassador had a long talk with 
President Tito since he got back, and I have talked with Ambassador 
Riddleberger today, and he will be available this afternoon if*the 
committee wishes him to appear before the committee. 

Now, a great deal of emphasis is placed upon what was said and 
done when Tito went to Moscow. 

Senator Tiryr. That is what led me to ask the question of whether 
you had gotten any knowledge of the public reaction within the coun- 
try to Tito’s friendly expression to the Soviet on his visit to the Soviet. 
That would make a lot of difference in my opinion, whether they 
accepted it and lauded their President for his action, or whether there 
was some deep concern within the minds of his associates in the 
administration, and the general people whom he represents. That 
phase of it is very important in my opinion, and I intend to stand with 
the administration, because you are appraising this question for the 
next 2 or 3 or 4 months to try to evaluate what is happening internally 
in Yugoslavia, and therefore Iam with you. But I would be very anx- 
ious to know what the general attitude of the people is. , 

Secretary Duties. I would say the general attitude of the people is 
one of satisfaction that, in their judgment, at least, a grave peril has 
been eliminated. There has been a period of years here where there 
has been a war of nerves carried on against Yugoslavia. The forces 
of Yugoslavia’s neighbors, satellite neighbors, have been often massed 
against the border and threatening speeches have been made, and 
there have been grave fears of invasion and attack. Now they feel 
that they have lived through and successfully overcome that, and there 
is a general sense of relief. 

Now, whether or not that popular sense of relief reflects the con- 
sidered final judgment of the Yugoslav Government is another matter 
as to which we are not entirely clear. I think it is true that Tito feels 
more strongly than I feel at least that what has been done in the way 
of correcting the evils of Stalinism and what is promised in the way of 
greater decentralization of power, and more freedom of speech and 
press and so forth, and less violence in foreign affairs. We do not feel 
that way. Wethink that the Soviet policies are still reversible. That 
is a particular reason why we should not drop our guard or seem to 
take action here which would be interpreted throughout the world 
as indicating the Congress of the United States thinks that things 
have gone so well and so far that we do not have to be on our guard 
any more. Tito, I think, as I say, tends to feel that the trend that has 
been manifested in Russia and the renunciation of violence and the ac- 
ceptance of the view that there is more than one way of having com- 
munism, and so forth, that that eases their situation. I think that 
that is his view. 

SUPPORT TO TITO FROM OTHER NATIONS 


Senator Knowtanp. Mr. Secretary, along the line that Senator 
Dworshak and other Senators have asked before, what about some of 
our allies picking up the check? Could not, in the case of a country 
following the policy of Yugoslavia, could not the British or someone 
else pick up the check? You say the only alternative is to turn to the 
Soviet Union. Well, if he does not want to, we are bearing a very 
heavy burden around the world, and why we have to continue to do it 
in view of his policies and changed position and being absolutely dia- 
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metrically opposed to what our foreign policy is, both at the United 
Nations and in the system of collective security, it seems to me that 
the British or someone else might give a little assistance to Mr. Tito, 
if that was their desire. That is, without us having to pick up that 
check too. 

(Statement off the record.) 

Senator Exxrenper. Is it not true that the French, as well as the 
British, have contributed the same as we have to assist Tito, and I 
presume that policy will keep on, will it not ? 

Secretary Duties. I do not think that they have made any very 
substantial military contributions, I think it has come from the 
United States. 

Senator ELLENpER. They did have some in the past, up to last year. 

Secretary Duties. The great part and, to me, the essential thing is 
that we be in a position to supply and not arbitrarily cut off such 
items as the replacement and spare parts and ammunition. But if 
we do that, then that is going to involve his having to throw away a 
Military Establishment upon which we have spent much money, and 
undoubtedly replace it from the Soviet Union. Our allies are not 
going to replace such a Military Establishment. The Soviet Union 
will do it in a minute. They have been pressing those things on Tito, 
and so far he has refused to take them. So long as he does refuse to 
take them, I think it would be folly on our part to force him into 
taking them. 

Senator Exiienper. Mr. Dulles, I am inclined to agree with your 
view on that and disagree with my good friend from California. I 
was in Yugoslavia last year, and I gathered the impression that Tito 
had not succeeded too well with his own people in communizing, that 
is, in this collective farming and so forth and it would be my impres- 
sion that the fact that he was able to go to Russia and to have the 
Russians look up to him, it has helped Tito in his own country. 

Secretary Duties. The form of communism practiced in Yugo- 
slavia from an economic standpoint has been much less strict, and 
much more decentralized, than in the Soviet Union. That is one of 
the reasons they broke, indeed, because Tito refused to accept the 
single pattern which Moscow was trying to impose. 

Senator Evienper. There is no question about that, and he has 
made a total failure of that, so far as I could learn. That is why I 
gathered the impression that he was a wee bit weak in his own 
country, but the fact that he was able to more or less cope with the 
Russians and have them come to him has strengthened him in Yugo- 
slavia, with his own people. 

Chairman Haypen. Are there any further questions? 

(Discussion off the record. ) 


INSPECTIONS WITHIN YUGOSLAVIA 


Senator Know.anp. You will remember, Mr. McGuire, it was the 
action of this committee which called attention, I think Senator 
Bridges will recall this, in the appropriations of a year or 2 years 
ago, that contrary to the provisions of the Mutual Aid Act which re- 
quired that we be able to inspect the equipment that was delivered, 
they were making an exception to Yugoslavia and this committee 
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called very forcibly to the attention of both the State and the De- 
fense Departments and said as far as we were concerned we would 
have no more of it and that they had to comply with the terms of the 
Mutual Security Act. 

Mr. McGuire. You are quite right, Senator. 

Senator KNow.Lanp. This committee took a very active part in in- 
sisting that that be done. 

Mr. McGuire. I am sure that nobody would deny that you con- 
tributed a great service in taking that stand on that. Mr. Murphy 
went over there, and those matters were str aightened out. I do not 
think the same situation exists by any manner of means at the moment. 

( Discussion off the record.) 


REPORTS TO CONGRESS ON DELIVERY 


Senator KNow.Lanp. I would like for this committee to be kept in- 
formed as to what has been delivered to Yugoslavia each month of 
this year. 

Mr. McGuire. I can get that for you. 

Senator KNowLanp. You know certainly, what has been put on the 
docks in Yugoslavia ? 

( Discussion off the ae) 

Senator KNow.Lanp. I do not see that. With the Republic of China 
for a long time, the Congress had appropriated funds, and there had 
been programed by the Defense Department and the Chinese Na- 
tional Government had been told from time to time that they were 
going to get equipment and yet because we had other demands in the 
world, or elsewher, year after year we did not deliver the equipment 
that we told them we would. Why is this man a preferred customer / 
[s it because he is a Communist customer, or we are afraid of offend- 
ing him on the situation? Why should he have preferred treatment 
over what some of our stanch allies have gotten, who we know where 
they will be when the time comes to stand up and be counted? I do 
not see why this fellow should be given preferred treatment, and 
when we say that every other country in the world, we have changed 
our programs, do we have some ironclad agreement with him. 

Mr. McGuire. I think Secretary Dulles could answer that. 

( Discussion off the record. ) 

Senator Clements. I never cast a vote on the mutual aid that dis- 
turbed me any more than my vote the other day on Yugoslavia. The 
only reason I voted for it was the fact that we pl: aced some restric 
tive language in it before the final vote was cast and then it was a 
question with me as to whether it was a right vote to cast at that time. 
That feeling is in my mind now, and I thought when I cast that vote 
that I had an opportunity to get another shot at it in the appropria- 
tions bill. 


PSYCHOLOGICAL IMPACT OF ATID TO TITO 


Senator Dworsnak. Mr. Secretary, throughout this hearing we have 
heard a good deal about psychological impact, and I am just wonder- 
ing as vou tell us about your strategy as related to Tito’s treatment. 
that if we are not actually encouraging the nations allied with us to 
retain or to embrace neutralism when they observe that Tito gets such 
considerate treatment from us. What inducement is there to the na- 
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tions on the brink of neutralism to display greater loyalty to our cause 
and to the cause of the free nations when the »y witness what psycho- 
logically is being done with Tito? 

Secretary Duties. There is a very important difference, I think, 
Senator, between Yugoslavia and any other country to which you 
refer. Yugoslavia broke with Stalin and risked a great deal to main- 
tain its independence. For that reason we assisted them in maintain- 
ing that independence. ‘The nations to which you refer would never 
qualify as Yugoslavia has. They were never under Soviet domination, 
and they never broke with the Soviet, and they never risked the lives 
of their chief of state and the safety of their nation, so there is no 
parallelism at all. Nor has anybody suggested such. 

Of course, all of this has to be weighed and balanced. But the 
whole situation is so fluid and there are so many turns it could take, 
that I do not think that the Executive should be put in a straitjacket in 
this matter. 

Chairman Haypren. Gentlemen of the committee, we are scheduled 
to come back at 2 o’clock, and I wondered if we could adjourn the ses- 
sion now until that time. 

Senator ELuenper. May I have permission to put in the record a 
part of my diary dealing with Yugoslavia? I have mentioned the 
fact that the British and the French are supporting it, and I ask con- 
sent that beginning on page 116, the marked portion of my report, 
down to the marked portion of page 118, be included directly at this 
point. 

Chairman Haypen. That will be done. 

(The information referred to follows :) 


Both State and ICA work very closely and try to develop a program that will 
ultimately inure to our benefit. There is a close connection for obtaining informa- 
tion from the representatives here of France, Britain, and others and with the 
Yugoslavs, Although France and England do assist financially, we call the shots 
because we put up most of the money. Most of the work, so far done is on trans- 
portation such as roads, offshore procurement. No money has been, as yet allo- 
cated for constructing dams. Some money has been allocated to develop a ferti- 
lizer and chemical plant, possibly in the nature of the rehabilitation of an exist- 
ing plant. The program to Yugoslavia started in 1950 with an initial sum of $75 
million to provide food. In 1951 a bipartite program was started with funds 
provided to June 30, 1952, as follows: American, $75 million ; France, $20 million ; 
British, $30 million, or a total of $125 million, all of which was used for food and 
goods. 

Our share was converted into counterpart funds in the usual manner, and 
the funds from France and the United Kingdom were spent for direct aid with 
no counterpart funds provided. For fiscal July 1, 1952, to June 380, 1953, an over- 
all program of $98 million was provided, with us putting up $75 million, the 
French $9 million, and the British $4 million. In addition to the cash put up, 
we supplied $35 million for the purchase of wheat. For fiscal year 1953, to July 
1954, our share was reduced to $45 million, with France putting up $6 million, 
and the British $9 million. In addition, we supplied wheat valued at about $30 
million. As of the current fiscal year, we put up, or will allocate, $45 million, the 
British $6 million, and the French $4 million. In addition, we will supply more 
wheat. The total we have so far allowed, exclusive of military aid, amounts to 
about $500 million. 

We now have on hand, say, up to June 30, 1954, by way of counterpart funds, 
and to be allocated, $140 million to be spent roughly as follows: 50 percent mili- 
tary, that is to build facilities that will help the military, such as road and other 
transportation facilities; 20 percent agriculture; 15 percent for domestic trans- 
portation; and about 4 percent for health and education. 

The problem now confronting our representatives here is how best to spend 
these and other funds. That I will point out further. I saw a new bridge being 
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constructed across the Danube River. We put up one-half of the cost, say about 
$414 million out of $140 million above mentioned. Since June 30, 1954, $140 mil- 
lion more has been accumulated, of which none has been allocated. In addition, 
there is a total of $100 million in local currency resulting from sales under sec- 
tion 550 of the act of 1953—Mutual Security Act—which may be spent for projects 
to help the military aspects of the country. In fact, these funds are’ more or 
less earmarked for assistance in military aid, principally. In addition, $10 million 
of cotton has been sold, the proceeds of which can be used as we see fit, that is, 
for any purpose whatsoever. 

The reason for such an accumulation, I was told, is that much difficulty is being 
had with the host government as to how best to spend the money. Our people 
are adamant in holding to the proposition that all these funds must be spent 
where it will do the most good. Left to the local people, much might be spent to 
operate the host governinent. I believe that Mr. Killen is a good man and on the 
job. I do hope that these huge funds, together with others put up by the host 
government, will be spent for the benefit of all the people here so as to develop 
more and better relationships with the Yugoslavs. I was informed by some that 
Tito was holding on by the skin of his teeth. If his views were followed, it would 
probably result in the use of these funds to give him more and more power. 
Tito is able, I believe, and he can be made to see the light to the end that his 
country is made to prosper and develop on a permanent basis and for the benefit 
of all of the people. Mr. Killen feels he can do the job, and it is my belief that 
he is capable of doing it. I do hope that no effort is made to send a new man 
here in his place. He says he is due for leave or a change, and I expressed the 
hope that he would remain. He said he would like to complete the job. With 
such huge balances, I believe he should by all means, stay on the job. 


Chairman Haypen. We will recess until 2 o’clock. 
(Whereupon, at 12:45 p. m., a recess was taken until 2 p. m., of 
this same day.) 
AFTERNOON SESSION, 2 P. M. 


INTERNATIONAL COOPERATION ADMINISTRATION 


STATEMENT OF E. PERKINS McGUIRE, DEPUTY ASSISTANT SECRE- 
TARY OF DEFENSE FOR INTERNATIONAL SECURITY AFFAIRS— 
Resumed 


HOUSE COMMENT 


The committee reconvened at 2 p. m., upon the expiration of the 
recess. 

Chairman Haypen. The hearing will come to order. 

Mr. McGuire, we will be pleased to have you continue your remarks. 

Mr. McGuire. I think, Mr. Chairman, that I ought to bring to the 
attention of this committee that in our previous testimony which was 
based on estimates that were made in the latter part of April and early 
part of May on deliveries, we estimated that we would deliver $2.2 
billion this year and the House Appropriations Committee in their 
report on page 5, stated that : 

It is extremely doubtful the total expenditures for fiscal year 1956 will exceed 
$2.1 billion. 

I have just had a flash figure from the services, and I am speaking 
now of military expenditures only, which indicates that our expendi- 
tures were $2.513 billion. So I think it is important that I bring to 
the attention of the committee that the estimate of 2.2 we made was a 
conservative estimate, made deliberately on a conservative basis be- 
cause of the experience they have had in the past on some of these 
things, and that the 2.513 flash figure which has some minor adjust- 
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ments of bookkeeping transactions that might be made, would reduce 
the, unexpended balance to 4.7 rather than 5, 

In addition, I think it is important that the committee know that in 
this expenditure figure, actually on a tonnage and materiel basis, we 
delivered an addition: 1 $180 million, which makes a total of, roughly, 
$2.693, or almost $2.7 billion. 

The reason I bring that out, that is the part of the Air Force de- 
liveries, that we were not charged for due to the bookkeeping transac- 
tions made last year. It has been felt by some and I think there was 
good reason on the past experience of projecting, that our figures 
might be unrealistic as to future deliveri les. 

We have estimated 2.9 for 1957 and 3.2 for 1958; the 1958 figure may 
be subjeet to some adjustments at the later date as we get closer to it. 

It is my considered opinion that we ought to deliver this program on 
the basis of a normal of about 2.9. 

Now if'we do that, and if we got the amount authorized of 2.3 on an 
unexpended balance of 4.7, we would have $7 billion. 

Our estimated deliveries for the 2 years coming up are $6 billion, 
leaving us an amount of 1 billion beyond our actu: al deliveries for the 
2 years, if we got the authorization figure of 2.3, which is in fact 28 
months of pipeline, presuming we got this amount we are requesting. 

It is my considered opinion that that amount of pipeline is not an 
unreasonable pipeline. I would be the first one to state that within the 
areas of:items or within the areas of designations to a country, it still 
needs considerable adjustment as aly inventory does. 

An inventory is a living thing. You just cannot put it in a room 
and walk away from it. You have to constantly work on it to keep 
it in balance. 

I did think the committee would like to know that because I am 
sure that part of the decision made by the House in arriving at the 
1.735 was predicated on their fear that we would not deliver 2.2. 

They say they though it was doubtful if we would exceed 2.1, when 
in fact, we have gone, as nearly as we can determine now, on a flash 
basis, in the neighborhood of 2.5. 


TOTAL DELIVERIES IN 1957 AND 1958 


Senator SaLronstTatt. You say $6 billion deliveries in 2 years, does 
that mean fiscal years 1957 and 1958 / 

Mr.McGuire. For 1957 and 1958, Senator Saltonstall, we estimate 
that our deliveries for 1957 will be a target we have of 2.9 and that in 
1958 they may go as high as 3.2, due to the impact of the German pro- 
gram which is one that will roll quickly when it starts. It has not 
been 2 consideration in previous vears from the delivery point of view. 
That, I take it, is an average of 3, or for 2 years, $6 billion. 

Sentor SantonsraLy. You would have $1 billion unex (pended at the 
end of June 1958 ? 

Mr. McGuire. Yes; if I did not get any money next year. But if 
I vot the 2.3 that has been authorized, I will in effect have 28 months’ 
supply of pipelines and that is not necessarily equipment. That is 
equipment in varying stages of processing, paperwork, to get an order 
placed, or in the initial stage of manufac ture to the final point when 
you can deliver. 
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I will be glad to answer any other questions that anyone wants to 
ask. 

Senator Dirksen. Mr. McGuire, do you have the House report be- 
fore you? 

Mr. McGuire. Yes, I do. 


HOUSE COMMENT ON EXPENDITURE ESTIMATES 


Senator Dirksen. On page 4, is what they say correct? They say 
there: 


It was estimated that the expenditures for fiscal 1956 would exceed $5 billion. 
That is page 4 of the House report, the very first line. 


While it was estimated at the time of the hearing last year that expenditures 
during fiscal year 1956 would exceed $5 billion, present estimates are than only 
$3.77 billion will be expended. 

Mr. McGuire. They are talking to the total bill. If I could refer 
you to page 5 where they break it ‘down and talk specifically about the 
military program, about half way down, they say: 

It should be pointed out, however, that expenditures through May 31 as re- 
ported by the Department of Defense, are 1,734 million. Other military expendi- 


tures through May 31 are 127 million, making a total of 1,861 as against an esti- 
mated 2.2 billion for the entire fiscal year. 


Senator Dirksen (reading) : 

It is extremely doubtful that total expenditures for fiscal 1956 will exceed 
$2.1 billion. 

Mr. McGuire. That is correct. 

Senator Dirksen. Now, that statement is correct ? 

Mr. McGuire. No, sir; 1 do not agree with the statement. 

Senator Dirxsen. That is the point. Among other things we are 
going to be confronted with this statement by the House committee. 


FLASH FIGURE ON EXPENDITURES 


Mr. McGuire. I have received within the last 2 hours a flash figure. 
Now, any flash figure at the end of a fiscal period when you are ¢ losing 
your books is subject to some adjustment bookkeeping-wise, but I think 
for the purpose it is a fairly valid igure. I do not expect any large 
deviation from it. The flash figure is 2 

Senator Dirksen. Instead of 2.1? 

Mr. McGuire. That is correct. I would also like to point out to 
you, Senator, if you want to look at this thing from the point of view 
of your capabilities to deliver in the future, that you must add to that 
figure $180 million which is the free goods we will not bill for which 
the Air Force will deliver. 

That is the tonnage going out. That is your capability of delivery to 
your recipient countries. 

They got actually 2.680 in equipment. 

Now, our projection for the future is 2.9 for this year and 3.2 for 
1958. 

My contention is that this program is a delivery program. It is not 
a program of a lot of paperwork. I think I have contributed since I 
have come here, to that attitude on the part of the people handling the 
program. ‘The sooner we deliver the things that we say we will give 
the country, the more good will we will build. 
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We do not build good will by telling a man we will give him a 
tank and then have him wait some interminable time that we can’t 
justify in getting the tank. 


EMPHASIS ON DELIVERIES 


Therefore, I put great emphasis on delivering as I see what our 
requirements are. We will not meet our requirements. Our require- 
ments are far more than we have been able to attain on delivery. But 
I do believe that our estimates are reasonable estimates at this time. 

Senator Dirksen. Now, in the next paragraph (reading:) 

We are inclined to believe that even the original estimate of $2.5 billion for 
fiscal 1957 is optimistic. 


HISTORY OF AGENCY FORECASTING 


Mr. McGuire. Well, I can understand their inclination. The his- 
tory of this program, particularly in the figure aspects, has not been 
good. The history of forecasting has not been good. The fact of the 
matter is, however, that in the year 1956 we delivered 2.5 and on a 
tonnage basis we deliv ered the 180 million more or 2.680. 

So I do not think that the estimate of 2.9 is unreasonable. Par- 
ticularly when the reason that we reached the 2.5 which is over the 
original 2.2, and is substanti: uly more, candidly, than I thought we 
could achieve back in Janu: ary, is the emphasis we are putting on this 
thing and the importance we are putting on that program, even to the 
degree of going to the services and taking certain things out of war 
reserves where the war reserve could afford it, and, actually, it did 
not hurt the security of the country. 

Senator Dirksen. Do you agree with that statement in the next 
paragraph : 

The funds provided herein together with the unexpended balances will provide 
sufficient funds to continue the military assistance program for over 3 years at 
the same rate of expenditures as that for the fiscal year 1956. 

Mr. McGutre. Well, we estimate that at the time we were before 
this committee, so that the record will be clear, I am not disagreeing 
with the statement, Senator, but in the light of the more current 
information which has since come available, which was not then avail- 
able, there couldn't have been, I disagree with the conclusions. 

We had an estimated balance of $5 billion. We now have, or will 
have an estimated balance of $4.7 billion. If we get 2.3, which is the 
House authorization, we will have $7 billion total in effect as of July 
1, 1956, to start off with. 

Now, if we are going to deliver on an average of $3 billion a year 
for the next 2 years, that will mean at the end of that period we will 
have $1 billion. That is 28 months’ supply. That is not said critically 
of this report. 

It is simply revising the report on a more up-to-date basis. 

Chairman Haypen. Are there some other facts you want to bring 
to the attention of the committee, sir ? 

Mr. McGuire. I do not think so, Senator Hayden. I am perfectly 
willing to answer any questions that the Senators may have here. 

Senator ELLenver. Will you be able to tell us how much of the 
appropriations that are being asked for and how much of the appro- 
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priations that are unexpended will be used for offshore procurement 
and where will that amount be used ? 

Mr. McGuire. Senator, I cannot tell you that for this reason; You 
asked me, I think, two questions, one, how much of the appropriations 
is being asked for for offshore procurement ; how much of the present 
pipe ‘ine is in offshore procurement. 

As to the first question, offshore procurement is really an end prod- 
uct or an end operation of your programing cycle. 

We have to go through our own services where we can place goods 
here and where there is capability of tying in with know-how and 
go through our inventories to be sure that we take advantage of 
leveling our major service budget inventories before we go offshore. 


OFFSHORE PROCUREMENT 


I can say this much, as to the forward projection of offshore pro- 
curement. I happen to agree with you that it is desirable that we ‘get 
these countries to share as much of this load that we have as we can. 

We started in January to approach these countries on offshore pro- 
curement and ammunition, that if we place the contract with them 
for a minimum production of an amount that was a requirement that 
we need in our program, would they match an equivalent amount of 
that item, or some other item, thereby increasing their expenditure, 
on the condition that when the contract expired in 12 months, if it 
was to be renewed again that they would have to agree at that time 
to take on a larger amount, and if it were renewed a third time, they 
would have to take it on 100 percent. 

We made all of these arrangements, Senator, on a bilateral basis 
rather than directly with the manufacturer over there, so that the 
country has an interest. 

My contention is that this is a natural interest of the country. I 
am happy to report to you that we have had substantial acceptance 
of that philosophy. 

Senator Dirksen. That is insofar as the past is concerned. 

Mr. McGuire. That is insofar as the immediate tasks of what we 
did last year. That is a brandnew concept. It amounts to this, 
Senator: 

If I go to you and say, “I want you to pay all the rent,” you ean say, 
“T can’t do that ; my budget won’t allow it. 

If I say, “Well, let us pay a reasonable part and next year you 
will pay more,” you can gear yourself to accept that responsibility 
and we have had acceptance of that philosophy. 

Senator Dirksen. Is that philosophy now waning? 

Mr. McGuire. No, it is brandnew. 

Senator Dirksen. Are you having any difficulty getting them to 
contribute when we are willing to furnish a good deal of the nioney 
for this procurement in their own factories ? 

Mr. McGuire. I think what I tried to point out to you, Senator, is 
that whereas before the feeling was that we should give orders th aut 
would maintain the production base in these factories, we havé had 
success in convincing them that they had responsibility in moving the 
other way. 

It is not gomg to be something that is done overnight, but 'F feel I 
have made substantial progress in this respect. qa 
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TOTAL OFFSHORE PROCUREMENT 


Senator Dirksen. Can you tell us what the situation has been in 
the past in round figures? What has the total offshore procurement 
been for Western Europe, let us say ? 

I cannot—l did not want to put into the record any detail because 
1 think that is more or less confidential, is it not? Suppose you sup- 
ply it for the record. 

Mr. McGuire. I have it in detail by countries. I have it broken 
down further. It will be by country, by expenditure, and by place- 
ment of contract by year. 

We will supply that for the record. 

Senator Dirksen. All right. 

(The material referred to was not supplied at time record was 
printed. ) 

DELIVERY OF FRENCIL PLANES TO ISRAEL 


Senator Dirksen. Now, I noticed in a publication coming from the 
State Department, I believe, this week, or last week, where another 
10 airplanes were delivered by the French factory in which we have 
offshore procurement, Mysteres, to Israel, and our country consented 
to that. 

Now, is there any American money involved in that at all? 

Mr. McGutrer. I would like to give you the complete picture on 
that. Senator. We have an offshore procurement contract with a 
French manufacturer, actually with the French Government, to the 
French manufacturer, for Mysteres planes. We were approached by 
the French Government to ask us if we would allow our production 
to be interrupted, to be slowed down, if you will, and we agreed to 
that. 

At the time of our agreement we stated that we neither agreed nor 
disagreed with what action the French might take in the use of those 
planes and the French paid us for those planes. 

So, to the degree, Senator—let us be very realistic about it—that 
the facility which we had set up and the capability and know-how 
which existed there, we made it possible for the French to go through 
with that transaction, but from the point of view of telling them 
what they did with the planes or whether we approved what they 
were doing, or did not approve, we had no part in that. 

Senator Dirksen. In this facility, what part did we play in furnish 
ing the tools and other things necessary to make these ple ines ? 

Mr. McGuire. Senator, I cannot answer that with specific know]- 
edge, 

FURNISHING OF TOOLING 


Senator Dirksen. Is it not true that on most of this offshore pro 
curement that we furnished tooling ? 

Mr. McGuire. I believe in some cases we furnished tooling. I 
would like to point out to you, however, that there has been some con 
fusion in the mind of some people over the difference between off 
shore procurement and facilities assistance. 

In facilities assistance we did furnish some tooling, whereas the 
country furnished the brick and mortar of the plant and that type of 
thing. 


iad» 
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I believe in most cases—there may be exceptions to this—that in 
the offshore procurement type of thing where we went to a man and 
said “We want an X number of cartridges,” a large part of that 
was supplied by the countries themselves. 

Senator Dirksen. You mean to give to other allies / 

Mr. McGuire. No, sir; I am talking now of the equipment. Your 
question was on the equipment which made it possible for them to 
manufacture the article. 

Senator Dirksen. That isthe tooling part é 

Mr. McGuire. Yes, what you call tooling, jigging, or diemaking; 
that sort of thing. 

Senator Dirksen. You do not know of the amount that 1s now 
being asked, how much of that will be used for offshore procu.e- 
ment / 

Mr. McGuire. No, sir: nobody can tell you that, Senator. It is not 
known at the moment. 


DIMINU TION OF OFFSHORE PROCUREMENT 


I would hazard a guess that I think this offshore procurement is 
probably diminishing. One must recognize that in this whole offshore 
procurement picture it got underway—after studying the history 
of it—well, it got substantial push due to the fact that we were 
in the Korean war, generally speaking, in that same general time. 

In order to supply our ammunition requirements needed in Korea, 
we stepped up our procurement in Europe. Now, that has created a 
problem because some of those people over there, wanting to look 
at the best side of the picture, thought that is the normal kind of 
production that is going to come out of this thing. When we get 
to the point that we don’t have a Korea that we are building up for 
and we have capability of our own and we have Army reserves that 
we can call on, the requirement of offshore procurement in that par- 
ticular field will diminish. 


EXPENDITURES ON NATO AIRFIELDS 


Senator Dirksen. Can you tell us of the amount that you are asking 
for military purposes, the original amount of $3 billion, what part 
of that would be used to pay NATO obligations by way of building 
airfields for the NATO countries ? 

Mr. McGuire. Yes, sir; I think the figure is $75 million as our 
share of the infrastructure cost. 

You understand that we pay around, 38 to 40 percent. 

Could I make a correction on that, Senator ? 

Senator Dirksen. Yes. 

Mr. McGuire. I was right in my answer to you in the $3 billion. 
We have an unexpended balance of 47. So there will be no misunder- 
standing, our total NATO infrastructure commitment, if you will, 
or figures we have to meet in this anticipated period, would be 75 
plus 47. 

Senator Dirksen. Now, this contribution is made to facilities that 
we recognize as NATO’s. Now, you are not familiar with the amount 
we are individually spending in these countries like France, England, 
and Turkey, and others? 
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Mr. McGuire. I am not, sir. 

Senator Dirksen. Of course, that is not included in this 4 

Mr. McGuire. That is correct. 

Senator Dirksen. That is our expenditures over and above the 
amount— 

Mr. McGuire. I would point out to you, however, Senator, this, and 
I will use as an example and I would like this off the record. 

(Discussion off the record). 

Senator ELLenprer. As I remember, the record shows that we have 
appropriated for our construction programs in foreign countries up 
to June 30, 1956, $2,817,170,550, and that is all in addition to the moneys 
we are contributing for the NATO facilities to which we referred a 
moment ago. 

(Statement off the record. ) 

Mr. McGurre. I don’t believe there are any planes as we think of 
planes being stationed there. However, in one of the other sessions, 
I believe it was Admiral Radford who pointed out that that field 
made it possible for us in this interim period before we had B-52’s 
for much shorter range aircraft to make a greater number of missions 
and be that much more effective. 

Senator SaLtronsTaLu. If Senator Ellender is through, I would like 
to ask a couple of questions. 

Senator E_Ltenper. Go ahead. 


LANGUAGE CHANGES ON USE OF UNEXPENDED FUNDS 


Senator SaLronstauu. If you are going to testify on that later, Mr. 
McGuire, tell me so. 

There are two language changes from reading the side slips here, 
prepared before this bill came over that you have amendments for 
that come into the use of unexpended funds quite seriously. I would 
like to ask about them. 

Now on page 2 lines 4 through 9—— 

Mr. McGuire. I wonder, Senator, if I could have one of those. I 
don’t think I have ever seen them. 

Senator Sarronstauy. Perhaps you are not the one to testify to 
them. 

As I understand it the House committee made a report to the House 
and the House on the floor changed the language so that the bill as 
reported to the House had lines 10 to 15 on page 2 which apply to 
the amendment that you requested—now the House on the floor struck 
out and changed the language so that the amendment now applies to 
lines 4 through 9. 

I am corrected. 

Mr. Scorr. The House did not strike out that language. The De- 
fense Department has requested that it be stricken. The House did 
not. 

Senator SavronstaLu. The Defense Department has requested that 
it be stricken. Do you want to testify to that ? 

Mr. McGuire. I think I can testify to most anything in the military 
program. I don’t know what the language is you are referring to. 
Could you read it to me? I understand the language refers to the 
request for appropriating all of the unexpended balances. 

Senator Satronstauu. That is correct. 
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Mr. McGuire. In our testimony I testified that we estimated that 
we would have an wnexpended balance of $195 million in which we 
pointed out that $28 million we believed was not of the type-that 
we could come before you and say was a committed program. It has 
gone past that. It was what I called consumable. Therefore, we 
were asking that 165 of our unexpended balance be allowed to carry 
forward. Iamspeaking only of the military. 

As I understand the action of the House, the House gave us the 
entire amount of 195. Therefore, to make the record clear, there is 
in the figure of $1,735 an additional $28.9 more than we expected to 
get out of the House under any number they set up by their giving 
us the total amount carried forward which we had said we had no 
program for, $28.9. So the figure of $1.735 and $28.9—it is 1.763 in 
funds at the moment the House had in their appropriation bill. 

Senator SALTONSTALL. But the House language says this will only 
remain available until June 30,1957. Your amendment suggests that 
25 percent of the funds appropriated for the fiscal year 1957 and | 
title 103 and section 403 

Mr. McGuire. That was not military. That was the 
aspect of the amendment. 

Senator SALronstTaLL. Then there are two parts to this amendment 
that you want: one ts the military and one is the economic. 

Mr. McGuire. That is correct. 

Mr. Murpny. On the military side, Senator Saltonstall, we have 
requested that the fund remain available until expended rather than 
just until June 30, 1957. 

Senator Savronstatt. For economics you would save 25 percent 
until September 1957. 

Mr. Murruy. That is correct. 

Senator SavronstTaLu. Now, the language that is in the bill, what 
does that do? 

Mr. Murpuy. The language in the bill on the military side mak 
the appropriation for military assistance only available through iss 


30, 1957. and on the nonmilitary side the same thing. until June 
30.1957. 


economic 


MILITARY FUNDS AVAILABLE UNTIL EXPENDED 


Senator SaLrronstaLL. What you are trying to do by this amend- 
ment, if the Senate committee recommends it, is to sav that military 
funds shall be available until expended and an amount equal to 25 
percent of the amounts appropriated to fiseal year 1957, on_the 
economic side, will be available in September, September 30, 1957. 

Mr. Murruy. That is correct, for technical support and defense 
cooperation, 

But on the development assistance money the authorizing bill spe- 
cifically sets out it will be available until June 30, 1960. 

The developmental assistance authorization is for + years. The 
House bill on appropriations did not allow the development assistance 
prov ision in the authorizing bill. 

Senator Sarronsrauy. In other words, they stopped on June 
30.1957. 

Mr. Murreuy. That is richt. 

Senator Sarronsratn. So that you want to get that amended, too? 

Mr. Mcurrny. That is correct. 
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Senator Savronstatt. And put it back in the authorization bill 
which would allow you to keep it until 1960. 

Mr. Murpuy. That is correct. 

Senator SALTonsTaLy. Does this language which you have requested 
do that ? 

Mr. Murpiy. It will accomplish that; yes, sir. 

Senator ExLenper. That applies to what? Is that the $100 million? 

Mr. Murrny. That is the $293 million that was authorized in the 
conference report which was accepted by both Houses. 

Senator Ettenper. Two $100 million and the 98 that was not spent 
from last year ? 

Mr. Murrnuy. No, sir. The President’s request for development 
assistance totaled $345 million. That consisted of $63 million item for 
Near East; $80 million item for southeast Asia; $100 million special 
fund for the Near East and Africa, and a second $100 million for 
Asian development fund. 

Senator ELLenper. What about the $90 million that you carried 
over ¢ 

Mr. Mureny. That money is available until June 30, 1958, under 
the terms of existing legislation. 

Senator Exnenper. It is not included in the amount that you are 
now referring to / 

Mr. Mourpny. It is not included in that. The authorizing bill re- 
duced the $343 million request by the President to $293 million and 
continued its availability until June 30, 1960. 


RESULT OF REQUESTED AMENDMENT 


Senator SavronstTauu. If the language in the amendment is adopted, 
what you want is to strike out that language of the House on lines 4 
to 9 on page 2 and insert in place thereof the opportunity to keep ex- 
pense funds available until they. are expended, to keep: 25 percent 
of the amount appropriated of the economic fund available until 
September 30, 1957, and to keep development assistance funds avail- 
able until 1960 as in the authorization act. 

Mr. McGutre. That is correct, sir. 

Senator Sarronstaty. That will be the result of your amendment 
if the committee adopts it ? 

Mr. Murrny. That is correct. 


ADMINISTRATIVE EXPENSE LIMITATION 


Senator Dirksen. You are asking for a restoration of $2 million 
administrative expense limitation. 

Mr. Murreny. That is for the Department of Defense expenses, sir. 

Senator Dirksen. I notice in the House report they say at the bot- 
tom of page 5: 

Furthermore, the administrative lead time of 6 to 8 months for a program 
that has been in full operation beginning with fiscal year 1952 is definitely ex- 
cessive and inefficient. 

I would like to have a little comment on that. 

Mr. McGuire. I would like to comment on that. 

Senator Knownanp. Mr. Chairman, before Mr. McGuire comments, 
T understand Ambassador Riddleberger is here and I thought sometime 
at the committee’s convenience, so that he would not be required to 
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stay here during the whole afternoon, he might have some observa- 
tions on Yugoslavia and we could then excuse him, so he could leave 
after this inquiry is responded to. 

Senator Dirksen. The same is true of Mr. Robertson. I suppose 
he has work to do. 

Mr. Rosertson. I have nothing more important to do than this, sir. 
1 will wait as long as you like. 

Senator Sauronsrautu. There is one more language amendment I 
want to go into. 

Senator Dirksen. I will withhold this, Mr. McGuire, until we hear 
from Ambassador Riddleberger. 


MILITARY AID TO YUGOSLAVIA 


Senator Mc Cartuy. I would like to ask one more question: Do you 
personally think it is a good idea to give military aid to Yugoslavia? 

Mr. McGuire. Senator, I pe rsonally feel this way about it: As Mr. 
Dulles stated this morning, it is a very ticklish situation and I would 
rather see them neutral, if you will, than absolutely over there on 
that side. 

I am not an expert on that. It is a political type of decision 
largely. Iam not trying to evade your question. I am trying to be 
honest with you. 

Senator McCartruy. Then I have to ask one more question, I am 
afraid, if the chairman will bear with me. 

You say you would rather see them neutral than on the Communist 
side. No. 1, it is a Communist country; and, No, 2, Tito has said he 
would march arm in arm with Moscow. There is no doubt where they 
are, is there ? 

Mr. McGutre. I think from that point of view; yes. My point of 
view is that there is some advantage in having them dependent on us. 

What that is, is a matter that people more experienced than I am in 
the political field will have to evaluate. 

Senator McCartny. In view of Senator Knowland’s suggestion, I 
am not going to ask any further questions. 

Senator McCLettan. We propose to furnish Yugoslavia military 
aid, do we not ? 

Mr. McGutre. We do. 

Senator McCLetian. Can she pay for it? 

Mr. McGuire. My understanding is that she cannot. 

Senator McCietian. Can she pay for it from Russia ? 

Mr. McGutre. I don’t know the answer to that question, Senator. 

Senator McCietian. Thank you very much. 

Senator McCartuy. Following Senator McClellan’s question, 1 
would like to ask further questions, but I wish to accede to the sugges- 
tion that Senator Knowland made. 

Chairman Haypen. Will the Ambassador come up to the table? 

Senator Know.anp. Mr. Chairman, I wonder if the Ambassador 
would give a brief thumbnail background of his service prior to going 
to Yugoslavia so that the committee might be informed. 

Chairman Haypen. You may proceed, sir. 
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STATEMENT OF HON. JAMES W. RIDDLEBERGER, UNITED STATES 
AMBASSADOR TO YUGOSLAVIA 


GENERAL STATEMENT 


Ambassador RippLesercer. Senator, I will be ve ery glad to do that. 
[ have been in Government service now for about 32 years, since I left 
Virginia and finished college, first in the legisl: ative service branch of 
the ‘Library of Congress; later as special expert in the United States 
Variff Commission. 

Then I entered Foreign Service in 1929 and have been continuously 
in that since that date, serving in Geneva twice, I believe; the Depart- 
ment of State 3 or 4 times; Berlin twice; Frankfurt, Paris, London, 
going up the grades from vice consul unclassified. 

I was appointed Ambassador to Yugoslavia in the summer of 1953 
and have been there about 3 years. 

Senator KNow Lanp. Is that your first ambassadorial appointment ? 

Ambassador RippLesercer. Yes. 

Senator McCarruy. Could I ask a question, Mr. Chairman? 

Chairman Haypen. Senator Knowland asked for him. I would 
prefer to have Senator Knowland ask his questions. 


VIEWS ON TITO POLICY 


Senator KNow.anp. I thought it would be helpful to the committee 
in view of the discussion on Yugoslavia this morning with the Secre- 
tary of State—I assume that Ambassador Riddleberger has been 
briefed on some of the discussion this morning—if he might give to 
this committee his views on the recent statements alleged at least to be 
attributed to Tito on his visit to Moscow and what significance that 
has on the change in attitude and whether or not it is correct that 
Yugoslavia is following in its foreign policy; that is the admission 
of Communist China, opposition to NATO, opposition to collective 
security arrangements, the parallel line with the Soviet Government. 

Senator McCarrny. I am going to leave fairly soon. Before he 
answers that could I ask one question, just for my personal informa- 
tion. It has nothing to do with mutual aid. 


NEWS REPORTS ON REMARKS ON SENATOR M’CARTHY 


I have the clippings in my office quoting you either from Moscow 
or from Yugoslavia, in which you were asked by newsmen about 
McCarthy’s fight against communism in the United States. You 
were quoted as saying: 

We have our McCarthy; you had your Beria. It is too bad we cannot take 
care of McCarthy in the same fashion that you took care of Beria. 

Would you like to tell us whether that is a correct quotation? If so, 
I would like to have you expand that for my own personal information 
in view of the fact that you are the Ambassador to Yugoslavia. 

Ambassador Ripptesercer. Mr. Chairman, may I answer Senator 
McCarthy first 
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Yes, this must have been the conversation which took place in Bel- 
grade at the Tito reception for Khrushchev and Bulganin in May of 
1955. 

ARGUMENT WITH KHRUSICHEV 


Mr. Khrushchev and I got into what might be characterized as a 
shight argument. 

Senator McCarruy. It did not sound like that from the press re- 
ports. 

Ambassador RippLesercer. It developed into a sharper argument 
as the evening went on. This conversation went on for about 2 hours, 
as I recall it. 

I remember the press reports, Senator, very well. What happened 
between me and Mr. Khrushchev on the point you mentioned is as 
follows: 

He was making a very vigorous attack against the President, against 
the Secretary of State, against certain Senators, I believe, was the 
wording he used. 

Senator McCarruy. Which Senator? 

Ambassador Rippurrercer. He did not mention any names. His 
contention was that we had no real understanding of the viewpoint 
of the workingman and that furthermore we did not properly inter 
pret the remarks which Mr. Khrushchev had made in a number of 
speeches. 

In reply T said to him, “Well, of course, in the United States we 
are a free country and there are a number of viewpoints which are 
freely expressed, both by private persons in our Congress, by officials, 
and throughout indeed all the layers of our society and therefore it 
is nothing surprising that there should be differences of opinion.” 

At that point he became almost violent and thumped the table and 
said, however, that the attacks which were made against him and 
made against the Soviet Union were not justified, and that again we 
represented the point of view which failed to appreciate the outlook, 
the attitude of the working peoples of the world. 

At that stage I thought I had enough of this particular attack and 
recalling the days of my youth, I reealled to Mr. Khrushchev the fact 
that many Americans were also working people and that they like- 
wise perhaps had an understanding. 

I said in my case perhaps as good as yours. 

Senator McCarrny. I think you are getting a long ways from 
the question. 

Ambassador Rippienercer. Then he said, “But you do have these 
attacks constantly against the working people.” 

T snid, “Mr. Khrushchev, we have different points of view and they 
are expressed.” 

I said, “Even in the Soviet Union T have remarked there are differ- 
ent points of view.” 

Senator McCarrnuy. My question was, was that a correct quote? 

Did you say to Khrushchev, 

You have your Beria; we have our McCarthy. It is too bad we can’t take 
care of him the same way as you took care of Beria. 

Ambassador Ripptenercer. No, sir. 

Senator McCarruy. What was the correct quote ? 
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Ambassador Rippiesercer. I said even in the Soviet Union it is 
clear there have been different points of view. 

Senator McCarruy. Did you compare McCarthy with Beria? You 
were misquoted / 

Ambassador Rippitepercer. I never compared McCarthy and Beria. 

Senator McCartiy. You were misquoted? You saw the story? 

Ambassador Ripptesercer. I saw the story. 

Senator McCarruy. Did you deny it, ever? 

Ambassador Rippitesercer. When I was told about it I told exactly 
what happened. 

Senator McCarrnuy. Who did you tell it to? 

Ambassador Rippiesercer. The press. 

Senator McCarriy. Did they carry the story ? 

Ambassador Ripp_epercer. | don’t know. I never saw a second 
story on it. 

Senator MoCarruy. You did not think in view of the fact that you 
were our Ambassador, that you were quoted thusly about a United 
States Senator, that you should wire the Senator telling him you 
were misquoted / 

Ambassador Rippiesercer. I thought you were in very good com- 
pany. This attack included the President and the Secretary of State. 

Chairman Haypen. Senator Knowland. 

Senator KNownanp. As I had already indicated to the Ambassador, 
{ though he might be helpful to the committee in giving some back- 
ground to us. 

Ambassador Rippterercer. Mr. Chairman, I have just arrived in 
Washington about 2 hours ago. I had a short time with the Secre- 
tary of State before coming down here. I do not pretend to know 
every detail of what was said this morning, but perhaps I can amplify 
a few of the points that were made. 


RECENT SPEECHES OF TITO 


I think, Senator, you were particularly interested in the question 
of Tito’s speeches, the recent speeches in Moscow. 

Senator Know ann. Yes. and what significance they have on the 
changed conditions. 

Ambassador Rinpiesercer. With respect to the Stalingrad speech, 
[ think I should tell you that I talked to Tito the day I left Belgrade 
and we touched on this point as well. 

[ think it was with particular reference to the quotation or citation 
about marching shoulder to shoulder—— 

Senator KNowLanp. In peace and war 

Ambassador Rippienercer. As this appeared likewise in the Yugo- 
slav press and as there is, of course, the question of langnage, I asked 
Tito about it. He said to me, well, it had never occurred to him that 
the interpretation which was given was the correct one: that he had 
spoken, it is perfectly true, of marching shoulder to shoulder, but he 
said to me, “I meant to say ‘as we marched shoulder to shoulder in 
time of war, so shall we march shoulder to shoulder toward a peace- 
ful world’.” 

I have to admit that in checking very carefully the translation in 
the Serbo-Croatian language, in any case that the language was 
susceptible to that interpretation. It was not entirely clear. 
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Senator Knownanp. That was the interpretation at least that 
Pravda put on it, Was it not ¢ 

Ambassador Rippiesercer. The Pravda interpretation, I do not 
know. I merely saw a telegram giving the text of it. I do not know 
what the Pravda editorial was. 


ADMISSION OF COMMUNIST CHINA TO U.N, 


Senator KNow.nanp. It is a fact, is it not, that publicly Tito has 
strongly advocated the admission of Communist China in the United 
Nations, which is diametrically opposed to our stated policy 

Ambassador Rippienercer. Yes, there is no doubt about that. He 
has for some time. 

Senator KNowLanp. It is also true, is it not, that he has publicly 
awdvocated the dissolution of the collective defense pacts in Kurope, 
and elsewhere in the world, as being detrimental to world peace 4 

Ambassador Rippiesercer. Yes, he has advocated it in the sense that 
he has spoken in favor of the dissolution of all blocs, both Kast and 
West. 

I cannot say he has advocated it in the sense of dissolving one with. 
out the other. 

Senator Knownanp. He has also followed the policy consistently, 
has he not, to urge countries that had been contemplating joining one 
of our collective defense pacts to maintain a position of neutrality on 
his visits to the Far East not long ago, Burma and other places 
where he went. 

Ambassador Ripptepercer. Yes, in the same sense I just explained, 
certainly, that he is not in favor of the extension of pacts, yes. 


TITO’S OFFER TO RURMA 


Senator KNowianp. Did he not in Burma offer a deal to the Bur- 
mese Government that if they maintained their neutral position that 
he would supply them arms in an exchange deal far rice and other 
commodities. 

Ambassador Rippiepercer. They came to an agreement during his 
visit whereby he offered to supply armament, I think, for one br igade, 
light arms, in exchange for rice. 

Senator KNowxtanp. In other words. out of his surplus arms, grow- 
ing out of our equipping of the Yugoslav Army. he was in a position 
to run counter to our foreign policy in the Far East by offering arms 
to a country we were interested in at that time and seeing if they could 
join the Southern Pact ? 

Ambassador Rippiesercer. No, Senator, not out of our surplus 
arms. 

Senator KNow.anp. I am saving the fact that he has surplus arms 
must grow out of the fact that we have ourselves equipped him so that 
he is out bargaining with Yugoslav or German or Russian arms, he 
has been promoting neutralism with arms, to keep these countries from 
joining collective defense system with us; is that not so? 


SMALL ARMS SELF-SUFFICIENCY OF YUGOSLAVIA 


Ambassador Rippiesercer. I see your point, Senator, but I do not 
entirely agree with the reasoning, because irrespective of our military 
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assistance program to Yugoslavia, Yugoslavia is self-sufficient in small 
arms, carbines, pistols, machineguns. hand grenades, bazookas, and so 
forth, which they produce in sufficient quantities and ammunition 
therefor. 

I do not think our shipments affect the availability of that type of 
arms. 

Senator McCarrny. Can I just take about 2 minutes? I havea few 
questions I would like to ask. 

I have read about Tito being quoted a number of times saying “We 
are following the path of Leninism.” Would you like for the record to 
evplain the difference between Marxism and Leninism so that we might 
know what he had in mind? 

Ambassador Ripptesnercer. Would I like to explain the difference ? 

Senator McCartuy. Yes. 

Ambassador RipptenerGer. No, Senator; I should not like to under 
take to answer that question. 

Senator McCartruy. Do you know the difference ? 

Ambassador RippLepercer. [have certain ideas about the difference. 


DIFFERENCE BETWEEN MARXISM AND LENINISM 


Senator McCarrny. Could I ask you this question: I will tell vou 
the difference and see if vou think that might not affect our giving aid 
to Yugoslavia. 

In 1848, Karl Marx wrote his manifesto, you know. At that time he 
said that the world should be communized but as far as England and 
the United States were concerned, they did not need to have a bloody 
revolution in those two countries. 

As far as the rest of the world is concerned, they had to have a 
revolution. 

In 1914, Lenin—and here is where you get Leninism—Lenin said 
that Is correct as of 1848. He said: 

Times have changed; now the Communists must advocate a bloody revolution 
in both England and the United States. 

So when Tito says, “I advocate Leninism,” he is saying, “I advocate 
a bloody revolution in the United States.” Is that not right ? 

Ambassador RippLeBercer. No; I don’t know that that is right. 

Senator McCarruy. What other interpretation do you have ?/ 

That is Leninism. And being the Ambassador to a Communist 
country, you should know what Leninism means. 

Ambassador Rippiesercer. Very well, if you wish me, I shall go 
into this. 

Senator McCarrrry. I wish it. 

Ambassador Ripptesercer. I will be happy to do it. To go back to 
the Marxian doctrine, I assume, Senator, what you mean is that there 
is a basic difference between Leninism and the basic postulates of 
Marxism. 

Senator McCartuy. My goodness, man, you should know—— 

Ambassador Ripptesercer. I am about to say it. 

Senator McCartruy. Have you ever read the works of Engels and 
Lenin / 

Ambassador RuppLepercer. Yes. 
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Senator McCarruy. Do you not know that when they talk about 
Marxism and Leninism that it is the manifesto of Marx which says 
that we should communize the world coupled with Lenin’s change in 
it, saying we must have a revolution in the United States / 

You are the Ambassador to Yugoslavia: you should know what Tito 
means when he says, “I am in favor of Leninism.” 

Ambassador Rippitesercer. I can tell you what I think he means, 
anvhow. That is, in this case I suppose they would still subscribe to, 
I meek the great Marxian doctrine of the labor theory of value. 

nator McCarruy. Tam talking about the Leninist doctrine. 

Tees RippieserGcer. This is Leninist doctrine, Senator. 

Senator McCarriry. Do you not know the only difference is that 
Lenin advocated a revolution in the United States and Great Britain: 
that Stalin in 1947 confirmed that; that was the Lenin doctrine, and 
that Tito now does the same thing ? 

IT am just wondering why we are asking the United States Senate 
to give money to build up the military mac chine of a man that says, “1 
want to destroy the United States.” 

Ambassador Rippiesercer. But Tito has put his signature to a 
manifesto which says in the clearest terms that various countries have 
to find their own roads to socialist salvation. That is the Tito position. 

Senator McCarruy. Are you not aware of the fact—and I do not 
want to take too much of the time of the Senate on this—but are vou 
not aware of the fact that he has repeatedly said that “Iam in favor 
of Leninism; I follow the path of Lenin”? 

Ambassador Ripptesercer. Yes; and I am also fully aware of what 
the Yugoslav description of Leninism is. 

Senator McCarruy. It is not the Yugoslav’s description. It is 
Lenin’s description. He made it very clear. 

If you just read the works of Lenin you would know that; just 
one book. 

Ambassador Rippetrercer. If you would read the works of Lenin 
and Karl Mark and then observe their application to Yugoslavia, one 
would know there is considerable divergence between the theory and 
the application. 

Senator McCarruy. I have just one more question. 

Iiave you ever read Karl Marx’s manifesto, any of the works of 
Lenin, any of the works of Engels? 

Ambassador Rippiesercer. Yes. 

Senator McCartiry. Which ones have you read ? 

Ambassador Ripptenercer. From Marx I have read Das Kapital 
both in translation and large sections in German. 

Lenin, I read many speeches primarily. 


LENIN DOCTRINE OF REVOLUTION 


Senator McCarriuy. Did you read his work of 1914 where he set 
forth his belief that you had to have a revolution in the United 
States ? 

Ambassador Ripptesercer. I recall the Lenin doctrine that revo- 
lutions in large capitalistic societies are inevitable. T think that was 
the way it was expressed. 

Senator McCarrny. Did you not read his work of 1914, which is 
the bible of the Communist Party, confirmed by Stalin in 1947, in 
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which he said a revolution in the United States and Britain must oc- 
cur and that is the only difference between Marxism and Leninism ¢ 

So that when Tito says “I am in favor of Leninism,” he is talking 
about a revolution in Great Britain and the United States. Are 
you aware of that / 

Ambassador Rippienercer. I am not aware of what books you are 
referring to in 1914, so I can’t say whether I read it, or not. 

Senator McCarruy. His manifesto. 

Ambassador Rippienercer. I may have read it and I may not have 
read it, but I must say I don’t follow your quotation because you say 
that is the only difference. 

My recollection is that that is not the only difference. 

Senator McCarruy. What is the other difference ? 

Ambassador Rippiesercer. | started to explain that a moment ago. 
I think there are some differences. I do not think that either under 
the Leninist system nor indeed under the Titoist system does the pure 
Marxian doctrine apply, and I don’t think it has been. 

If the committee wishes me to go into the reasons why I don’t 
think it applies, I will be happy to do it, but it takes you back to the 
Marxian doctrine. 

Chairman Haypren. I am afraid it would not help us mark up this 
bill to get all this in the record. 

Senator McCarruy. Mr. Chairman, I think it will help us mark up 
this bill. We have the Ambassador of Yugoslavia: he knows that 
Tito says “I am in favor of Leninism.” He is here asking for military 
aid to Yugoslavia and cannot tell us what he knows about Leninism. 

I do not believe you have ever heard, sir, that Leninism means 
essentially a bloody revolution in the United States and Great Britain. 
I cannot understand how you or any member of the State Depart- 
ment can come here and ask for military aid to a country whose dic- 
tator says we are in favor of destroying the United States. It does 
not make sense at all. 

Mr. Chairman, I am not going to take any more of the time of the 
Senators. I have already encroached a great deal. I am going to 
leave. I will be back in 10 or 15 minutes. 


rITO’S POLICY TOWARD MUTUAL ASSISTANCE 


Senator McCLe.tian. T would like to ask a few questions. 

As I understand, Tito is in favor of mutual assistance. is he not ? 

Ambassador Rippierercer. Mutual assistance ? 

Senator McCriennan. Yes: according to our term and definition of 
it and the application of it. 

Ambassador Rippienercer. Yes. 

Senator McCretian. He is very much in favor of it. 

Ambassador Ripptesercer. Yes; I would say that. 

Senator McCriettan. Mutual means a two-way street; does it not? 

Ambassador Rippiepercer. Yes. 


EXTENT OF YUGOSLAVIANS SUPPORT TO WEST 


Senator McCLe.ttan. What are we getting from him / 
Ambassador Rippiesercer. Senator, I should say that we are 
getting from him at a considerable sacrifice from the Yugoslav people, 
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the possibility of 30 divisions in case of a war or in case of attack 
against Yugoslavia, 

Senator McCietitan. Would you not call that the most remotest 
sort, only if Russia attacks Yugoslavia / 

Ambassador Rippitesercer. I don’t think any other country is likely 
to attack Yugoslavia. 

Senator McCientnan. That is right; we have no hope of her being 
with us in a clash of arms as just between Russia and the United 
States, do we / 

Ambassador Rippresercer. I would not say we have no hope, no. 

Senator McCiriian. I cannot see any. Since it is mutual assist 
ance, how can we justify continumg to give her military aid when 
she uses the surplus that our aid produces of such arms as she has, 
to bargain with other countries to oppose the policy of the United 
States toward collective security. 


YUGOSLAVIANS SHIPMENT OF ARMS TO BURMA 


Ambassador RippLespercer. Senator, I must say in all fairness that 
I cannot see that the military aid that is supphed by the United 
States is what enables Yugoslavia to ship arms, for example, to 
Burma. 

Senator McC LeLnan. Let us see. If she did not have aid from the 
United States, would she deplete her probably more or less obsolete 
arms to make such bargains except that we are relieving her of that 
situation by providing for her? 

Ambassador Rippiesercer. What we are providing, Senator, is 
something that Yugoslovia does not produce. 

As I explained a moment ago, Y ugoslavia is self-sufficient in what 
we might call small arms and ammunition. 

Senator McC LeLtan. What are we providing / 

Ambassador Ripptesercer. What are we providing ! 

Senator McCretnan. Yes. 

Ambassador Ripptenercer. We are providing heavier equipment, 
artillery, ammunition for it, transport equipment, certain types of 
radar, and also certain types of planes. 

The point is that Yugoslavia does not produce these weapons and 
never has and probably will not produce them in any immediate 
future. 

Senator McCietian. Is she providing these other countries that 
she is bargaining with new equipment she is manufacturing or obso- 
lete equipment ¢ 

Ambassador RippieperGer. It is the equipment they manufacture. 
I don’t know how modern it would be considered by present-day terms. 

Incidentally, she did not provide it as a gift. She sold it in return 
for foodstuffs which Y ugoslavia has likewise received in large quan- 
tities from the United States. 

Senator McCLe.tian. I understand that. The thing that gets me 
about it, and I just cannot understand it, I am perfectly willing to 
tax our people and make appropriations and provide military assist- 
ance to those that are on our side, but I just cannot see the reason 
why we should provide it to those as to whom we say there is a possi- 
bility they might be with us and I think that possibility is so remote 
that it is just, ‘beyond comprehension that we could rely on them. 
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Ambassador Rippiesercer. Senator, I am the first to admit that no 
one can be entirely certain and certs tinly I lay no claim, Mr. Chairman, 
to infallibility as to the future of Y ugoslavia, but I think it is like- 
wise fair to recall that in the case of this ¢ ountry the first great defec- 
tion from the Soviet empire was Yugoslavia and it was Tito who 
made it stick and he did it at a time in 1948 when Western strength, 
| would say, was at its nadir. 

Personally, I was in Berlin at that time under the blockade and I 
never will forget the astonishment with which I read the telegram 
from Belgrade to the effect he had broken with the Soviet Union. 

Senator McCietian. Did they not break with him, actually ? 

Ambassador Rippiesercer. I think it is more correct to say he broke 
with them. 


EXPLANATION OF BURMA INCIDENT 


Senator Dirksen. Mr. Chairman, I have two questions and first 1 
want to see if we can dispose of this burma matter. 

Burma has steadfastly refused to take aid from us. The Acting 
Foreign Minister told us last year. Yet they had a terrific problem 
of pacific ation with all these dissident groups including vestiges of 
Red Chinese and others. 

He was frank to say that they did not dare take aid from us. He 
said, “Did you see this border. It is a thousand miles long. It is a 
common border with Red China. We know what we are up against.’ 

Now, with the pacification problem they had to have some leaders. 
You said these were carbines and pistols and small arms. Those are 
pacification arms. 

I think I can understand why he made a deal to get some rice for 
what he had to sell. So that does not offer an insurmountable difficulty 
to me. 

Now, we have been whipping the deal around the stump here for 
quite some time on this Yugoslav problem. 

( Discussion off the record.) 

Senator Dirksen. I can well understand the anxiety and dis- 
turbance over the statements that have appeared in the past, right 
or wrong, after Tito’s visit to Moscow. 

So the residual question is: With money before us in this bill, other 
funds in the pipeline, including a program of ——— fighter planes, 
that has disturbed Senator Knowland ver y deeply this morning, how 
lo you send fighter planes to Tito when we cannot be sure he is in our 
corner and that he will be on our side in view of the expressions he 
made that they would fight shoulder to shoulder in war and in peace? 

Now, you know Tito. You have talked to him doubtlessly many 
times. You know the members of our military mission. You have 
had a chance to survey the country, the weapons that have gone from 
here. 

Now, in your own way, I think you ought to tell the committee 
what your firm belief and conviction is as to what we will get from 
this, because the aggregate will probably be hundreds of millions of 
dollars over a 7-year ‘period. 

Was it a prudent investment? Are we going to get something 
for it? Should it continue? Is there some subtlety about it whereby 











340 MUTUAL SECURITY APPROPRIATIONS, 1957 


we ought to permit the Secretary of State and those in diplomatic 
service to go ahead and press their judgment on this matter and 
we ought to go ahead and accept their judgment. What do you think? 

Ambassador Rippiesercer. I will be happy to answer and I think 
at the same time I will answer what is basically Senator Know- 
land’s question about the present course of events. 

Senator, in answering this question T shall try to be as brief, as 
concise as possible, but ‘T have to give 2 little background. 

Senator Dirksen. You go ahead in your own way. 

Ambassador Rippiesercer. In the first place, admittedly the ex- 
tension of military aid to a country like Yugoslavia is a difficult 
question. It is not a black and white area; it is a gray ares. It 
is not an ally in the normal sense of the NATO members. 


YUGOSLAV COMMITMENT TO NATO PARTNERS 


Its one military commitment is to be found in the Balkan alliance 
where it does have a military commitment to two of our NATO 
partners, namely, Greece and Turkey. 

Now, what is important to me in this is whether or not the Yugoslavs 
mean what they say when they speak of their independent. policy 
and. their desire to remain free from domination by either side. 

We know they have no cause to fear domination by the United 
States, and they should know that they have cause to fear domina- 
tion by the Soviet Union. They had a lesson in that. 

But, after all, what is Tito’s main desire in his great wish? That is 
peace. And why does he desire peace’ He must know perfectly well 
should he be invaded by the Soviet Union that he is a dead duek: his 
dav is finished. 

He is the great heresy in the whole Communist world to date. What 
does he wish ? 

SACRIFICES OF YUGOSLAV PEOPLES 


He wishes to maintain his position. Now, in maintaining his 
position he has imposed enormous sacrifices on his country. Yugo- 
slavia is a country of less than 100,000 square miles with 17 million 
people and it maintains ground forces of roughly 30 divisions, plus 
a small air force, plus a small navy. 

Seventy-five percent of the national budget goes to defense; 75 
percent. 

In addition to that, I think the NATO yardstick is percentage of 
gross national product that goes into defense. T think Yugoslavia 
stands next to the United States. We are a rich, w ~althy, industrial- 
ized country. 

Yugoslavia is an agricultural country and poor country. Despite 
what Tito may say about. relaxation of tension, to date he has been 
most careful to keep his powder dry and maintain these very large 
forces—defense forces that are very large in comparison with the 
resources and population of the country. 

Now, that is the fact. 


MAINTENANCE OF POLICE STATE 


Senator Know.anp. Mr. Ambassador, to interrupt you for a min- 
ute, does not that same force which had a defensive application 
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against the Soviet Union in the days when tension was great, also 
enable him to keep a police state on the people of Yugoslavia as well? 

Ambassador RippLespercer. Senator, that is entirely true, but, of 
course, it is hard to imagine it would require 30 divisions to maintain 
order and to keep the peace, so to speak, the Tito peace, in Yugoslavia. 
In addition, of course, to the army, he has what is called the militia, 
which is a fairly large organization and they are spread throughout 
the country. Naturally as it is a Communist state, all levers of power 
are in the hands of the Government. 

I think Tito would not want to be without a sizable army, but it is 
hard to believe that he need 30 divisions for that purpose. 


CAUSE OF TITO’'S CHANGE IN ATTITUDE 


Senator SaLvronsraLL. What is the cause of his change in attitude 
towards the Soviets in the last year’ Because he feels he is on top? 

Ambassador Rippiesercer. He feels, Senator, and im this 1 will say 
to you what Tito said again to me the week before last; he feels that 
changes are coming In the Soviet Union; he talks rather frankly about 
why he thinks they are coming, because he § goes back and draws upon 

their own experience after the break with the Soviet Union. 

They thought they could perhaps continue exactly the same kind of 
system to which they have been subjected under Stalin. They are now 
frank to say that they found out they could not do it; that the mere 
breaking away, the changing of the system, forced them into other 
paths. 

The Yugoslavs say with a conviction of their own that they are 
likewise certain that the same process is now starting in the Soviet 
Union. 

Therefore, that this process should be encouraged. 

I do not say that we necessarily share their judgment in all respects, 
but that is the argumentation for it. 

(Statement off the record.) 

Senator Savronsratn. Mr. Chairman, I have great respect for 
Ambassador Riddleberger, from my friendship with him, and from 
my knowledge of his ability. I would hope that you would agree to 
see that that remark of his be care eny stricken from the record. It 
might mean that the Ambassador be taken out of Yugoslavia, as I 
listened to that remark. 

Ambassador Rippiesercer. I was very conscious of that. That is 
why I would ask that this be in exec utive session. 

Senator Dinksen. On the basis of your 3 years’ experience in Yugo- 
slavia, it is your firm opinion that we should continue with this pro- 
gram; that while, as you say, it is a gr ay area, rumbles being what 
they are, that this could prove to be a wise investment. 

Ambassador Rippiesercer. Senator, what I think is discretionary 
power should continue. I would prefer to express it that we should 
have the authority to continue, which is a very different thing. 

Senator SaAvronsTau. I understand. 

Ambassador Rippienercer. Because there is going to have to be, 
in my opinion, in the end, a very careful judgment, a weighing of a 
number of factors against another 
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Therefore, if we ever needed what you might call discretionary 
authority, [ think we do in the case of Yugoslavia. 

I do not think it is a cut and dried affair at all. I think what we are 
asking for really is the possibility of maneuvering im this very fluid 
situation and that, therefore, the Executive should have the author ity 
and should have the reasonable possibility of doing that. 

I think whether we continue or not will be in the end a matter of 
judgment and whether or not Tito’s position is sufficiently in line with 
the positions of the free world to make it possible for us to continue. 


REACTION TO DENIAL OF FURTHER AID 


Senator Munpr. Mr. Chairman, may I ask the reverse side of that 
question. I would like to know from the Ambassador what he thinks 
would be the reaction and results in Yugoslavia if this committee 
in conference were to make it mandatory that no more aid of this type 
be sent. 

Ambassador RippLesercer. Senator, I think it would be not advis- 
able to make it mandatory to cut off aid. It seems to me this is 
peculiarly one of those situations where the Executive should have the 
possibility of maneuvering and the possibility of deciding what kind of 
support and how much support. I think the whole situation in Yugo- 
slavia is such that we should not be tied down, the executive branch 
should not be tied down by a firm mandate to cut. 

The question of whether we cut, or how much we give, I think has 
to arise, there is no doubt about it. 

Senator Munpr. In Belgrade if we do not cut it down with a man- 
date, but we did shave it off a little bit, you could say, “Look, we have 
a democratic system over there. We have done the best we could, 
but they don’t like some of the things the ‘vy have been watching,” would 
that increase your bargaining power a little bit by our giving you 
a little less ? 

Maybe by our just cutting it off a little bit, you could say, “Now, 
after all, you interpret one way what you said about marching shoul- 
der to shoulder over there. They interpret it a little differently.’ 

Maybe by shaving it off a little we might get more value received 
for what we send. 


REEXAMINATION OF YUGOSLAV PROBLEM 


Ambassador Rippienercer. I think, Senator, that the language as I 
understood it when I left Belgrade, already makes it necessary to 
reexamine the question of program for Yugoslavia. 

Senator Savronstatu. I was going to ask that question, if I might. 
I will put it in the exact words and you can answer it. 

The language in the act says: 

First, there has been no change in the Yugoslavian policies on the basis on 
which assistance under this act has been furnished to Yugoslavia in the past and 
that Yugoslavia is independent of control by the Soviet Union; second, that 
Yugoslavia is not participating in any policy for the Communist conquest of the 
world; it is in the interest of national security of the United States to continue 
the furnishing of assistance to Yugoslavia under this act. 
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Now, Mr. Ambassador, we have to vote on this thing within 24 hours. 
As our Ambassador over there, what is your advice on these three 
questions ¢ 

Ambassador Rippitesercer. If I understand the Senator correctly, 
and this is the first time I have seen the exact text—I gather that this 
does give discretionary authority to the President. 

Senator SauronsraLL. That 1s correct, under those circumstances. 

AmbassadorRippiesercer. But it seems to me that in any case we 
have to examine and continue to examine and reexamine and reeval- 
uate the whole question of our aid to Yugoslavia. It is something that 
is under continuous review. 

Senator Savronsraun. If you had to answer those questions today 
and answer them to us, and I am asking you, how would you answer 
those three questions? Would you answer them all in the negative ? 

Ambassador Rippiesercer. Is there a provision here about. 90 days 
here ¢ 

Senator SavronsraLu. Yes; the expiration of 90 days following the 
date of enactment. 

Ambassador RippLeBercer. It is not a very long time. 

Senator ELLENDER. Assuming the 90 days are up now? 

Ambassador R1ippLEBERGER. This, it seems to me, gives at least a 
certain flexibility to the President. 

Senator ELLENDER. What? 

Senator SauronstaLL. That does not answer my question. You 
are our Ambassador. We have to vote on this bill. 

Now, I assume you are here voluntarily; you have come over here 
presumably for this purpose. 

What is your answer to those three questions ? 

Ambassador Rippiesercer. Of course, I think it is always difficult 
to try to write in legislation conditions in what you might ec: allac ‘hange 
in the diplomatic situation. I suppose that this language here does 
give enough flexibility for the President to operate under. 

I don’t know what interpretation, for example, might be given to 
some parts of it. 

Senator EL.Lenper. As of this day, can you answer those questions ? 
What is the situation? How would you answer those three questions? 
I think that is very simple. 

Senator Savronstauu. I think that is a fair question. If you will 
answer those helpfully it will help us. 


YUGOSLAV POLICY OF COMPLETE INDEPENDENCE 


Ambassador Rippiesercer. Forgetting the 90 days for the moment 
and take one where there has been no change, certainly it is our con- 
tention that the Yugoslav policy of complete independence in its 
foreign policy is something that has been asserted, reasserted, and 
reaffirmed many times. 

Tito insists that his policy is an independent policy and not domi- 
nated by any country. 

Senator Satronstati. The answer to the first question is “No”? 

Ambassador RippLesercer. The answer to the first question is that 
that is their position ; they have taken it over a long period of time and 
they have stuck to it. 
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There are various positions in the Yugoslav foreign policy with 
which we do not agree, but they are not necessarily new positions. 

Senator SaALTONsTALL. Now, the second question. 

Ambassador RippLEBERGER. Does that answer, Senator, the first 
point ¢ 

Senator Ciavez. Was the answer “No”? 

Ambassador RippLeBerGer. Well, yes; the answer is that to date—— 

Senator CHAvez. Give it to us in simple language. The State De- 
partment language is fine, but we are not diplomats. 

Ambassador RippteserGer. The Yugoslav situation, unfortunately, 
is not so clear in every respect. The answer is that in my opinion the 
Yugoslavs do continue their independent foreign policy. I do not 
say that we agree with all this. 


CHANGE IN BASIS OF MUTUAL SECURITY 


Senator Dirksen. The first part of that question was: Has there 
been any change in the basis on which mutual security was tendered at 
the heginning / g 

Would you say that as of now there has been any change? 

Ambassador Rippiesercer. Senator, that takes me back to the difli- 
culty in expressing opinions on this. For example, there has certainly 
been no change in the basic Yugoslav policy of maintaining a large 
defense force, of making great sacrifices for it. 

There have been no changes in that. There has been no change in 
their official policy of being an independent country. There has been 
no change in their being an antibloc policy. 

Senator Ture. The mere fact that the Soviet has somewhat put a 
few vents in their Iron Curtain, has that in any sense materially 
changed the situation insofar as Yugoslavia is concerned ¢ 

Ambassador Rippienercer. It has changed to the benefit of Yugo- 
slavia. 

GENERAL TWINING S VISIT TO MOSCOW 


Senator Try. Five years ago there was a positive fron Curtain so 
far as the outside is concerned. Now, even our air service general has 
been in there and there has been an exchange of citizens to and from 
the Soviet. 

Now, could that in any sense have reflected some change in the situa- 
tion between Tito and his country and the Soviet ¢ 

Ambassador Ripptepercer. Certainly. 

Senator Tryr. Because he has been invited in there. If anyone 
would have said 5 years ago that the chief of our air service was flying 
to Moscow, there would be a great number of eyebrows up. 

Ambassador Rippienercer. That. is correct. 

Senator TuHysr. You have a diplomatic question there when the Tron 
Curtain is partially rolled back and you have Tito right over here on 
this side. You have a little diplomatic problem arising there that was 
ot in existence at the time we entered into this mutual security. 

Ambassador Rrppienercer. It was not. 
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PARTICIPATION IN PROGRAM TO COMMUNIZE WORLD 


Senator Savronstatn. The answer to question No. 2 is that Yugo- 
slayia is not participating in any policy or program to communize the 
world. 

Ambassador Ripptesercer. I can tell you what their position is, 
whatever their secret thoughts may be. Their position is very clear 

Noninterference in the affairs of other states. Every country has 
the right to find its own road to its salvation. That is their policy and 
that is the policy which they proe laim publicly almost every day. 

Senator Sauronsraty. And No. 3, Is it in the interest of the national 
security of the United States to ciidinas the furnishing of assistance 
to Yugoslavia under this act? Your answer is “Yes” 4 

Ambassador Ripenercer. Yes. 

Senator SavronstauL. Thank you. 

Senator Srennis. You say that is an agricultural country. Do the 
farmers there own the land ¢ 


DIFFERENCE BETWEEN YUGOSLAV AND RUSSIAN COMMUNISM 


Ambassador RippLeBercer. Yes, Senator, they do, That is one great 
difference between the Yugoslav communism and the Soviet type. 
Land was never nationalized in Yugoslavia. 

Senator Srennis. I understood they were great individualists and 
perhaps the greatest fighters in the world in their own bailiwick. 

I read an article on that m: iny years ago. Do they have the real in- 
dividualism; do they love their land tradition: lly ? 

Ambassador Ripptepercer. Do they love ‘it, Senator ? They have 
survived 500 years of Turkish occupation and survived 400 years of 
the Hapsburgs and still retain their identity and language. Sixty-five 
percent of the population is rural. 

Senator Srennis. And they only own a little piece of land? 

Ambassador Ripptepercer. They own a piece of land. The land re- 
forms restrict holdings to 10 hectares which I believe is 25 acres. 

Senator Srennis. That was the dec iding factor in my mind in voting 
against the amendment. 

Senator E_Lenper. Mr. Ambassador, is' it not a fact that because 
Tito was unable to get the farmers inte cooperatives, such as are found 
in Russia, that he was rather weak in Yugoslavia at one time? 


ABANDONMENT OF OCOLLECTIVIZATION POLICY 


Ambassador Rippiesercer. They had to abandon collectivization. 

Senator ExLvenper. Exactly. 

As I stated before you came in here, I felt that the fact that Tito 
was. able to go to Russia and maintain his position has somewhat 
helped him in his own country, strengthened him some with his own 
people. Would you agree to that 

(Discussion off the record.) 

Senator EL.Lenver, You mean. to have them collectivize as they do 
in Russia / 
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Ambassador RippLeserGer. They are very resistant to that. The 
Government had to abandon that. They gave up collectivization. 
They gave up forced delivery ; they gave up quotas. 

Senator Exzenper. I do not want any part of what Tito and his 
crowd are doing with respect to Russia, ‘but as I view it, communism 
as practiced in Russia is far different from the brand | practiced in 
Yugoslavia. 

Ambassador RippLeBerGER. Very materially so. 

Chairman Haypen. Unless there are further questions, we thank 
you for your statement, sir. 

Ambassador Ripptesercer. Thank you, Senator. 

Chairman Haypen. You wanted to ask some questions, I believe, 
of Mr. Robertson. 

Senator Dirksen. There are two more problems I wanted to cover 
with you. One is Vietnam and one is Thailand. 

Senator McCarruy. Mr. Chairman, I have some questions to ask 
Mr. Riddleberger. 

Chairman Haypen. Can you make them short? We are trying to 
get through today. 

Senator McCarruy. I know you are trying to get through, but this 
question of aid to Yugoslavia and building up her military machine, 
to me, is one of the most important questions we have to decide. 

Chairman Haypen. It is very important, but it is important to 
make a record of how we feel about it and important to get this bill 
before the Senate. 

Senator McCarrny. I understand, Mr. Chairman, but IT am down 
here at the tailend. It is pretty hard to get a chance to ask questions. 

Chairman Hayven. I am trying to take this one afternoon to hear 
all the witnesses. 

Senator McCarruy. I will make them extremely brief. 

Mr. Riddleberger, just 1 or 2 questions, I hope. 


VIEWS ON MILITARY AID TO YUGOSLAVIA 


Do you personally think we should give military aid to Yugoslavia ? 

Ambassador RippLeBercer. Per sonally, I think that the President 
should have the authority to do it. 

Senator McCartny. Do you think we should doit? You have been 
over there. We have to rely on the men in the field. Do you think 
we should give military aid 4 

Ambassador Rrippiesercer. I think we should have the power to 
give it and then I think we should have to make that determination 
in the light of the circumstances. 

Senator McCarruy. You know what the circumstances are. We 
must make the decision within a matter of 2 or 3 days as the chairman 
has said. Do you think we should give the necessary aid ? 

Ambassador Rippiesercer. As I understand, the ‘decision that has 
to be made is the decision on the power given to the President. 

Senator McCarrnuy. Now, you will be called upon to advise the 
President. 

Ambassador Rippiesercer. Yes. 

Senator McCartny. What is your advice to us? This is the Sen- 
ate that decides whether or not you get the money for that. 

Ambassador Rippiesercer. Senator, perhaps you were out when I 
answered some of the other questions. 
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Senator McCarruy. You can answer it simply yes or no. 

Ambassador Rippiesercer. Yes, my opinion is that we should go 
ahead and vote the authority. 

Senator McCarruy. I am not talking about the authority. I am 
asking whether you, as an ambassador who has been over there, who 
should know more about the situation than any other people, do you 
think we should give the aid, not vote the authority, but give the aid? 

Ambassador Rippiesercer. Under existing circumstances, yes. 

Senator McCarruy. Give military aid to Yugoslavia. 

Ambassador RrppLesercer. Yes. 

Senator McCarruy. No further questions, Mr. Chairman. 

Chairman Haypen. Thank you. 

Ambassador Rippiesercer. Thank you, Mr. Chairman. 


DEPARTMENT OF STATE 


STATEMENT OF WALTER ROBERTSON, ASSISTANT SECRETARY OF 
STATE—FAR EAST 


SITUATION IN VIETNAM 


Chairman Haypen. Senator Dirksen wants to find out something 
about Thailand and Vietnam. 

Senator Dirksen. Give us a qiuck rundown in your own way, I 
think first on Vietnam. 

Mr. Roserrson. Mr. Chairman and gentlemen, Vietnam in my 
opinion is one of the most crucial, critical, and important spots in 
Asia today. The Korean story has been repeated in North Vietnam. 

The Communist controlled Viet Minh since the Geneva Agreement 
of 1954 have built up their fighting forces from 7 divisions to 20 divi- 
sions in flagrant violation of the terms of the agreement. 

I am informed that they have increased the firepower of their 
artillery sixfold. 

And they have introduced other combat equipment. 

Now, this equipment and training has been Siectahed by the Chinese 


Communists. South Vietnam in my opinion is one of the shining 
examples of what our aid program can do. 

A year ago the problem looked almost overwhelming. The Gov- 
ernment was challenged by three armed sects—political, religious 
sects, each with its own army. There were the strong forces of the 
Viet Minh immediately north of the 17th parallel, constantly trying to 
infiltrate and subvert. 


REFUGEE SITUATION 


There were some 800,000 refugees from the north who had fled down 
to South Vietnam to escape the Communists in the north. It looked 
as I said, as though Vietnam’s problems were almost overwhelming. 

Now, in this past year the improvement which has taken place has 
been almost miraculous. President Diem who as you know is the 
President of South Vietnam, is a dedicated, determined, cour ageous, 
anti-Communist who does not know how to say die. 

Much of what has been done has been due to his inspired, dedicated 

leadership, but, however inspired and however dedicated he was and 
has been, he could not have accomplished what he has but for Amer- 
ican aid. 

The sole aid he has received has been from the United States. We 
see there today a firmly entrenched national government with a 
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democratically elected national assembly drawing up a constitution. 
The sects have been liquidated. . The refugees are being resettled on 
productive lands. Vietnam is a shining example of what these aid 
programs can do and you gentlemen w ho voted the money, for aiding 
Vietnam, can today take deep pride in the knowledge that the money 
has done what you hoped it would do. 


LAND FOR’ RESETTLING REFUGEES 


Senator Tuyr. Where does he get this extra land from? Is he 
going into the undeveloped.and developing that, or what? There is 
not much land there. , 

Mr. Roserrson. He hasan agrarian reform program under which 
he takes over land. 

I would like for Mr. Moyer, who is an expert on this situation, tell 
you about that when he appears before you. The land reform pro- 
gram is now in the process of implementation, but President Diem 
has already got the land for the resettlement of these refugees. 


EFFECT OF CUT IN AID TO VIETNAM 


I think that a cut in our assistance to Vietnam at this time would 
be catastrophic. I mean, a cut that would seriously weaken Diem in 
what he is trying to do. 

I also think that.if Vietnam was allowed to pass into Communist 
hands, it would threaten all of southeast Asia and be a tremendous 
blow to the free world position all over Asia. 


MONETARY SYSTEM 


Senator Dirksen. What progress has he made in setting up their 
own monetary system, their own banking system since the itech 
control was taken off? 

Mr. Roserrson. He has made a good deal of progress. I do not 
mean to intimate, Senator, that he is through with his problems. He 
is still confronted with gigantic problems. 

He, also, had to learn the hard way. He had had no administrative 
experience. There were no trained civil service. He had to start 
from scratch. 

It has been an uphill fight all the way. 


REASON FOR NOT HOLDING ELECTION 


Senator Dirksen. Why did he put off the election there? What 
was the basic reason for it ? 

Mr. Roserrson. Because he knew it was just a trap set for him by 
the Communists. At Geneva, if you remember, they divided Vietnam 
at the 17th parallel, being very careful to include 2 million more people 
in North Vietnam, the Communist-controlled Vietnam, than in the 
south. 

Then they provided that North and South Vietnam should begin 
consultations about the holding of preelections to unite the country 
and that these elections be held by July 20 of this year. 

Now, President. Diem took the position that he was in favor of uni- 
fying Vietnam under democratic free elec ‘tions, but that he could not 
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consent to hold these elections until conditions existed which would 
insure that they would be free. 

He knew perfectly well that if you had the sham of free elections 
in the north, which already started off with some 2 million more people 
than he had in the south, with the threats and retaliations typical of 
elections held by Communists, and he had free elections in his coun- 
try, that the Communists would of course win the election and thus 
be able to take over his country under a facade of legality, which 
would be a perfect farce. 

His position has been, and we support him in that position, that 
they should have free elections in Vietnam when conditions existed 
which would insure that the elections would in fact be free. 


FUNDS FOR CAMBODIA 










































Senator Dirksen. Now, there is money in this bill for Cambodia. 

I notice very recently within the last several weeks the ex-King of 
Cambodia went to Moscow. But he evidently spoke with some author- 
ity and gave some hint, at least, in the press accounts I saw, that he 

was slanting a little in that direction. 

Now, that would be a little disturbing. It is a small defenseless 
country. The French I suppose still have a little mission there, but 
it. is still a key country, as a matter of fact, located in a key spot. 

Mr. Roserrson. Right. 

Senator Dirksen. Are we likely to be washed out there notwith- 
standing what we have in this bill? 

(Discussion off the record.) 


SITUATION IN LAOS 


Senator Dirksen. 
in Laos? 

Mr. Roserrson. In Laos, as you know, probably, Senator, the Com- 
munists controlled Pathet Lao. They have refused, in flagrant vio- 
lation of the Geneva accord again, to allow the Royal Government to 
take over administration of the two northern str ategic Provinces of 
Phong Saly and Sam Neva. Phong Saly is on the borderline of Red 
China. 

These provinces are strategically located in relation to Red China. 
Now, the Pathet Lao have forcefully prevented the Royal Govern- 
ment from coming in and taking over administration as provided in 
the Geneva Agreement. The situation has been held from open con- 
fiict. The many negotiations that have taken place have all broken 
down. The ICC has passed resolutions affirming that the Royal Gov- 
ernment had authority over the province and calling on the Pathet 
Lao to allow it to take over administration. This the Pathet Lao have 
refused to do. 

It seems to us perfectly obvious that the Communists are trying 
there for a de facto slg of Laos such as they have achieved in 
Vietnam and North Kore: 

As is illustrated in ears ea, Tiawan, in Vietnam, and in Laos, what- 
ever the smiles and whatever the talk about peaceful coexistence there 
is no evidence anywhere that the Communists have in any way changed 
their objectives. 





Has there been any deterioration in the situation 
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They are changing their tactics and they are furnishing us with a 
much ‘more difficult type of competition than when they were bla- 
tantly aggressive in their talk. Then everyone was on guard. 


COMMUNIST TECIINICIANS 


Now they talk peace and coexistence, make generous offers of aid 
and commercial agreements providing for the ‘sending i in of various 
technicians. In my opinion, every Communist tec hnician that goes 
into one of these countries—he is a technician all right, and probably 
a good one, but he is also an undercover agent for infiltration and 
subversion, working for the ultimate overthrow of the governments 
and bringing them into the Communist orbit. 


THAILAND 


Senator Dirksen. Has Thailand deteriorated any? I think there 
is more money in the bill for Thailand this year, or in the authoriza- 
tion. 

Mr. Ropertson. As you know, Senator, the Thailand Government 
is one of the strongest anti-Communist governments in all Asia. The 
Thais were among the first to send troops to Korea. They were one 
of the first to come out in strong support of SEATO. They have 
consistently taken positions on the side of the free world as against the 
Communist. 

The Government there, in my earnest opinion, deserves our strong 
support. And if there should be a sign that we were weakening in 
our support of them I think the same deterioration would take place 
that will take place all through the area, once it appears that we our- 
selves have changed. 

Senator Dirksen. They had a deep concern about the setting up of 
a Thailand or autonomous republic in the south of China. 

Mr. Rorerrson. That is right. 

Senator Dirksen. As a weapon ? 

Mr. Roperrson. That is right. 

Senator Dirksen. I have lost track of that development. 

Mr. Roperrson. This was built around a man named Pridi, a for- 
mer Prime Minister, who defected to the Communists. We under- 
stand he is now in Canton, you know his plan was to set up a greater 
Thai State across the border in Red China, calling upon all the y people 
of the Thai race in Cambodia, Thailand, and Burma to overthrow 
their Governments and form one central state. 

We have not heard much about him recently except he has come 
down from Peiping down to Canton. But he has not been making any 
public pronouncements recently. We do not think he has given up this 
idea, but we do not know what he is up to at the moment. 

(Discussion off the record. ) 


ASIAN DEVELOPMENT FUND 


Senator Dirksen. Would you like to say anything about the Presi- 
dent’s Asian development fund ? 

Mr. Roserrson. I would, indeed, because I was very much con- 
cerned that in this House appropriation bill there was no money pro- 
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vided at all for the Far East, which happens to be my particular area 
of responsibility. 

The bill as it was recommended by the Appropriations Committee 
provided $60 million for the Near East and Africa; $66 million for 
South Asia, that is Ceylon, India, Nepal, $100 million as a special 
fund for the Middle East and Africa, leaving a $4 million fund for 
a technical cooperation program in Indonesia, and nothing for the 
rest of the Far Eastern area. 

(Discussion off the record.) 


INDONESLA 


Senator Dirksen. Now, you were going to give us a word on Indo- 
nesia. We have never had th: at toc ontend with before. 

Mr. Ropertson. There again it looks as if our pattience there in 
not giving up is beginning to pay off. Ithink that President Sukarno’s 
visit to this country was extremely helpful. He had never been here 
hefore. He saw us as we are and not as he had been told that we are 
by Communist propaganda. He came here very skeptical about us. 

He apparently thought we were just a materialistic nation that 
lived by the dollar sign. 

He apparently was impressed with what he considered to be the 
spiritual values of America, as well as its great materialistic progress. 

Certainly everything he said in public or in private would indicate 
to us that the visit was well worth while. 

(Discussion off the record.) 


AID TO CAMBODIA AND LAOS 


Senator ELLeENpER. I would like to go back to Cambodia and Laos. 
In view of the fact that the young prince there is, as you say, so popu- 
lar and that that country is mue har ger than Laos, do you think that 
the same amount of military aid to Laos should go to Cambodia? 

Mr. Ropertson. That is $8.5 million in Laos, and in Cambodia it 
is just about the same. 

Senator Etienper. Is that a fair division / 

Mr. Roserrson. It is a military problem and a military question. 
It is important that we do what 1s necessary to keep those countries 
on our side. 

Senator ELLenpeR. If you look at the nonmilitary, there is a differ- 
ence of about a million dollars there. Laos, as I saw it last year, has 
a population of about a million and a half people. C ambodia is in a 
much better way than Laos, and yet you are giving to those two coun- 
tries almost the same amount of money. 

Mr. Rozerrson. In Cambodia, we are giving about 60 percent, if I 
remember the figures correctly ; i in Laos we are doing about all of it. 

Senator ELLenper. That is just the point. You are taking over 
Laos. 

Mr. Rozertson. You have been to Laos and you know the situation 
is pretty desperate. 


CONSTRUCTION OF PALACE FOR PRINCE 


Senator ELLEeNper. Is any of that money going to be used for build- 
ing a palace for the prince? I hope to put something i in the bill 
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against that. That is in the offing and a proposal has been made to 
do that. 

Are we going into the technical aid now or later? 

Mr. Rosertson. You realize that Dr. FitzGerald is here and he 
can testify on that. 

Chairman Haypen. My idea was I would like to have Mr. Allen 
tell us something about the Near East and Pakistan, if he could, and 
then I would like to get down into the technical aid. 

Senator ELLtenper. That would be the economic aid. 

Senator Ciements. I should like to ask Secretary Robertson one 
question. I came in while he was discussing Cambodia. I did not 
get your statement with reference to what you thought about the 
effect of the former king’s tribute to Russia. 

Mr. Rogertson. May we go off the record? 

Chairman Haypen. Senator O’Mahoney is here and has asked 
permission to address the committee. I have urged him to make it as 
short as he can. 


FOREIGN AID PROGRAM 


STATEMENT OF HON. JOSEPH C. 0’MAHONEY, A UNITED STATES 
SENATOR FROM THE STATE OF WYOMING 


LIMITATION ON APPROPRIATION 


Senator O’Manonery. Mr. Chairman, on behalf of Senator Mc- 
Clellan and myself, I want to present an amendment to this bill which 
we have drawn, in the nature of a limitation upon the appropriation. 
Having been a member of this committee for many years, I hope I 
know the value of brevity. 

It is a simple reassertion of the traditional and constitutional right 
of Congress to receive from the officers and administrators of this law 
answers to the questions they may desire to ask with respect to the 
manner in which the funds herein appropriated are administered. 

As pointed out in the amendment, which I have asked to be dis- 
tributed among members, the Constitution of the United States gives 
Congress the ¢ authority to supervise all expenditures. It is provided 
that no money shall be drawn from the Treasury except by appropria- 
tions of Congress and that a regular statement and account of the re- 
ceipts and expenditures of all public money shall be published from 
time to time. 

When that section of the Constitution was adopted, of course, the 
Government was not spending anything like the sums of money that 
are being expended now. A simple statement of accounts and receipts 
in 1787 would have been perfectly sufficient to advise the representa- 
tives of the people of what. was being done by the executive branch of 
this Government with the money that was appropriated. 


NEED FOR CHECK BY CONGRESS 


Now, however, we are spending Government funds throughout 
the world, through persons whom nobody in Congress has ever seen. 
Some of them are not known even to the Secretary of State or the 
White House; some of them necessarily are officers and employees of 
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other governments, over whom Congress has no supervisory authority. 
The Congress’ right to control the purse cannot safely be surrendered 
in the situation that now exists. 

When the affairs of Government grew more complex Congress 
created the General Accounting Office as its agency to supervise ex- 
penditures. Not satisfied with that measure of s safeguarding Federal 
expenditures, Congress in 1946 enacted the Legislative Reorganization 
Act by section 136 of which every standing committee of Congress is 
vested with the jurisdiction to supervise the activities of the executive 
branches that are within the jurisdiction of the committees which pass 
the various laws. 


REORGANIZATION ACT OF 1946 


Finally I point out that the Legislative Reorganization Act of 1946 
created the Committee on Government Operations and Expenditures 
and vested it with the responsibility of investigating for the Congress 
what was being done by the constantly increasing number of depart- 
ments, boards, % and commissions. Some of these boards and commis- 
sions exercise the delegated powers of Congress; some of the depart- 
ments under the President have the responsibility of executing the 
laws that Congress passes. Congress cannot maintain its place as the 
legislative br anch of Government, passing and supervising the laws, 
if it is willing to surrender supervision over the worldwide expendi- 
ture of the money it appropriates, 

Members of this committee have examined the bill that is before 
them. They will recall that practically every appropriation in this 
measure is made to the President of the United States, to remain avail- 
able until expended. We all know that it is altogether impossible for 
the President of the United States individually to give attention to the 
expenditure of these billions of dollars or to have any personal know!l- 
edge of the character and ability of the persons to whom the expendi- 
ture is delegated. 

I think it is safe to say that all governments and agents of foreign 
countries are not above corruption. No one, I think, is willing to say 
that in the distant corners of the globe to which this money will go 
there are no leaks through which the money of the United States is 
improperly expended. 

I have heard it said that the members of this committee know now 
just how they are going to vote on this bill, and that the hearing of 
witnesses, whether they are from the executive branch or from the 
Congr ess, is just a formality—that the die is already cast. This is not 

» formality, though we are rushing to adjourn, for we are rushing 
fie ard the crisis which will determine whether free government is to 
be saved or destroyed. 

If it is going to be saved it will not be through the reckless spend- 
ing of money abroad—that is to say, if popular ¢ government is to sur- 
vive it will be saved only by safeguarding the. expenditures of our 
funds in foreign nations which have not yet learned the meaning of 
government of the people. 


IMPORTANCE OF BILL TO UNITED STATES ECONOMY 


We are dealing with the substance of our economic life when we 
pass this bill. So it is proposed in the bill, on the basis that I have 
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set forth here, that all persons engreged in the expenditure of funds 
appropriated under this act or in the administration of the laws under 
which such funds are expended are required to furnish to the Commit- 
tees on Appropriations of the respective Houses and to all other 
appropriate committees of the Congress such information as may be 
requested by them relating to the expenditure of such funds or to the 
programs or projects with respect to which such expenditures are 
made. 

In any case in which a person engaged in administering any program 
or project for which funds are appropriated under this act refuses to 
furnish to a committee any information requested by such committee 
concerning such program or project, such committee may notify the 
Comptroller General of the United States of such refusal and none 
of the funds appropriated by this act shall thereafter be available for 
obligation for such program or project unless the committee notifies 
the Comptroller General that the information requested has been 
furnished. 

If the State Department wonders why the funds requested by the 
President were reduced in the authorization bill, or why the proposal 
to make these funds available for 10 years was eliminated or why the 
Congress cut this bill to $3.4 billion, a reduction of, I think, $1,500 
million, they will find the reason in the fact that the people of the 
United States are losing their confidence in the manner in which these 
funds are expended. Unless the Congress exerts its constitutional 
authority to place a limitation upon the expenditure of these funds, 
so as to make sure that they are legally and properly spent, do not be 
surprised if they are cut more deeply than they were cut in the House. 

IT think that ‘the executive department of this Government would 
do much to increase the appropriations if it were willing to adopt the 
principles set forth in the amendment of Senator McClellan, a member 
of this committee, and myself. This requires no argument. I have 
finished my talk just as the chairman raised his w atch. 

I thank you, gentlemen. 

Chairman Haypen. Could we have Mr. Allen discuss with us very 
briefly the Near East ? 

Senator O’Manonry. May I ask, Mr. Chairman, that there be 
printed in the record at this point a copy of the resolution which was 
adopted by the Senate, creating the Truman committee? This was 
introduced by Mr. Truman in February of 1941 and I note that I was 
here when that was done. 

I know why it was done and I notice that the very first provision 
accorded to that Truman committee the right to look into the types 
and terms of contracts awarded by the United States, the methods 
by which such contracts are awarded and contractors selected, and the 
like. Unless we do supervision in this manner, there is going to be 
further difficulty, I can confidently predict, in this committee. 

(S. Res. 71 referred to follows:) 


AMENDMENT TO MUTUAL SECURITY APPROPRIATION BILL 


Intended to be proposed by Mr. O’Mahoney (for himself and Mr. McClellan) 


At the proper place in the bill insert a new section as follows: 

Sec. —. Inasmuch as (1) the Constitution of the United States provides that 
no money shall be drawn from the Treasury but in consequence of appropria- 
tions made by law and that ‘‘a regular statement and account of the receipts and 
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expenditures of all public money shall be published from time to time,” and (2) 
section 136 of the Legislative Reorganization Act of 1946 directs each standing 
committee of the Senate and House of Representatives to exercise continuous 
watchfulness of the execution by the administrative agencies eoneerned of 
any law within the jurisdiction of such committee, and (3) certain other 
constitutional and statutory provisions confer functions upon the Congress 
relating to the expenditure of public funds, it is essential in order for the 
Congress to exercise its constitutional and statutory functions that it have access 
at all times to full and complete information concerning the expenditure of 
the public funds. Accordingly all persons engaged in the expenditure of funds 
appropriated under this Act or in the administration of the laws under which 
such funds are expended are required to furnish to the Committees on Appropria- 
tions of the respective Houses and to all other appropriate committees of the 
Congress such information as may be requested by them relating to the expendi- 
ture of such funds or to the programs or projects with respect to which such 
expenditures are made. In any case in which a person engaged in administer- 
ing any program or project for which funds are appropriated under this Act 
refuses to furnish to any such committee any information requested by it con- 
cerning such program or project, and such committee notifies the Comptroller 
General of the United States of such refusal, none of the funds appropriated by 
this Act shall thereafter be available for obligation for such program or project 
unless such committee notifies the Comptroller General that the information 
requested has been furnished to the committee. 


[S. RES. 71, 77th Cong., Ist sess. | 
SETTING UP THE TRUMAN COMMITTEE 


Resolved, That a special committee of seven Senators, to be appointed by the 
President of the Senate, is authorized and directed to make a full and com- 
plete study and investigation of the operation of the program for the procurement 
and construction of supplies, materials, munitions, vehicles, aircraft, vessels, 
plants, camps, and other articles and facilities in connection with the national 
defense, including (1) the types and terms of contracts awarded on behalf 
of the United States; (2) the methods by which such contracts are awarded and 
contractors selected; (3) the utilization of the facilities of small business con- 
cerns, through subcontracts or otherwise; (4) the geographic distribution of con- 
tracts and location of plants and facilities; (5) the effect of such program 
with respect to labor and the migration of labor; (6) the performance of con- 
tracts and the accountings required of contractors; (7) benefits accruing to con- 
tractors with respect to amortization for the purposes of taxation or otherwise ; 
(8) practices of management or labor, and prices, fees, and charges, which 
interfere with such program or unduly increase its cost: and (9) such other 
matters as the committee deems appropriate. The committee shall report to 
the Senate, as soon as practicable, the results of its study and investigation, 
together with its recommendations. 

For the purposes of this resolution the committee, or any duly authorized sub- 
committee thereof, is authorized to hold such hearings, to sit and act at such 
times and places during the sessions, recesses, and adjourned periods of the 
Seventy-seventh and succeeding Congresses, to employ such clerieal and other 
assistance, to require by subpena, or otherwise, the attendance of such wit- 
nesses and the production of such correspondence, books, papers, and docu- 
ments, to make such investigations, to administer such oaths, to take such 
testimony, and to incur such expenditures as it deems advisable. The cost of 
stenographic services to report such hearings shall not be in excess of 25 cents 
per hundred words. The expenses of the committee, which shall not exceed 
$15,000, Shall be paid from the contingent fund of the Senate upon vouchers 
approved by the chairman of the committee. 


Chairman Haypen. Mr. Allen. 
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DEPARTMENT OF STATE 


STATEMENT OF GEORGE V. ALLEN, ASSISTANT SECRETARY, NEAR 
EAST, SOUTH ASIA, AND AFRICA 


GENERAL STATEMENT 


Mr. Auten. Mr. Chairman, I am to concern myself, with the military 
mutual assistance appropriation for the following six countries : Paki- 
stan, Turkey, Greece, Iran, Iraq, Libya, and Ethiopia, which are spe- 
cifically included in the mutual security programs. 

I would like to point out that while the importance of Pakistan and 
Turkey have been referred to several times in Mr. McGuire’s testimony, 
there are other countries in this area that concern me particularly. 
Our national interest will suffer greatly if we-are limited in our ability 
to meet in relatively small amounts, the needs of certain additional 
countries. 

IMPORTANCE OF GREECE AND TURKEY 


I will give examples. Greece, of course, is of great importance. 
Greece has withstood Communist warfare in its own country and is a 
stout member of NATO and is our friend. We recognize the im- 
portance of Turkey, of course. Turkey is a bastion in this area, but 
it would be devastating to our interests if we put all of our eggs in the 
basket of a couple of big, relatively strong countries like Pakistan and 
Turkey and neglected equally willing supporters like Greece. 

I would like to pause for a few minutes on Ethiopia. We have a 
very modest program planned for Ethiopia. Ethiopia is not in the 

eographic area of any pact. It has sort of been left out in the cold 
yecause it is not in the main stream of the northern tier or NATO or 
SEATO regions. Ethiopia is a country that is very stoutly on our 
side. The people favor close relations between the United States and 
their country. May I go off the record 1 minute to give the story that 
our ambassador, Mr. Simonson, told me yesterday on Ethiopia. 

(Discussion off the record.) 


AID TO ETHIOPIA 


Senator Taye. What did Ethiopia have last year ? 

Mr. Auten. A very modest program. 

Senator Tuye. What was in the bill prior to the House action ? 

Mr. McGuire. ——— all for training. 

Senator Tuyr. All for training? 

Mr. Murpny. A training team teaching their troops how to maneu- 
ver, how to be good soldiers. 

Senator Ture. It would be military assistance that you are ren- 
dering? 

Mr. McGuire. Yes, sir. 

Senater Tuys. If the House figures stand, what would happen ? 

Mr. McGuire. Very candidly, I cannot tell you exactly what would 
happen. ———. 

Senator ELLENDER. You have ——— as of March 31. 

Mr. McGuire. That is correct, and the unexpended balance for 
Ethiopia is in equipment. ———. 





MUTUAL SECURITY APPROPRIATIONS, 1957 357 


DEVELOPMENT AND MUTUAL ASSISTANCE 


Senator Satronsraty. On line 13, page 2, the House puts in $165 
million for the development of defense supports, and you want $170 
million, or an increase of $5 million. Then, down below on line 17, 
development assistance, the House put it in as $60 million for the Near 
East and Africa and $70 million for Asia. 

Over on page 4, lines 14 and 15, they put in another $100 million. 
That makes a total of $230 million instead of $293 million that you 
would like, so the House cut you $63 million in those two funds, and 
you would like that $100 million pushed forward from the special 
authorization as it shows on page 4 of the bill to this development 
assistance. Am I correct? 

Mr. Aten. Yes, sir, we are asking for the full restoration for 
development and mutual security aid up to the amount of the authoriz- 
ing legislation. 

Senator Satronsrautui. Technically, we are talking about $5 million 
in defense support and $63 million in development assistance. 

Mr. Murpuy. Senator Saltonstall is talking about the Near East 
only. The cut in the Near East by the House was $5 million. It 
was cut from $170 million to $165 million. 

Senator Sarronstati. If I understand it, the figure for the Near 
Hast and Africa and Asia is $293 million. So that is what we are 
talking about, $268 million for the two accounts. 

Mr. ALLEN. Yes, sir. 


SOVIET OFFERS OF MILITARY SUPPLIES 


One generalization in this military area. I am speaking primarily 
from the political standpoint because that is my field. As far as the 
actual ‘figures are concerned, Mr. McGuire can furnish that, but let 
me emphasize that this is an area of the world in which the Soviet 
Union is begging the people to take its military supplies—begging. 

The Foreign Minister of Soviet Russia has come back from a visit, 
a swing around several of these countries, and in every one of them 
he asked them, “Do you not want some military help? We have it, 
and it is easy to get it very quickly.” 


PROBLEM IN SAUDI ARABIA 


We have a problem in Saudi Arabia. We have negotiations for 
the renewal of an airfield agreement down there at Basra which is 
located next to the largest American city in the world outside of the 
United States. 

The King of Saudi Arabia has kept saying to us constantly that he 
is receiving every week new offers from Soviet Russia of military aid. 
He said that he will not have military aid from Soviet Russia until 
the last minute when he can become absolutely convinced that he can- 
not get any from us. He said that they have a straightforward pro- 
posal but that they cannot be blackmailed on this matter. 

However, on the other hand, there is a tremendous pressure on the 
part of the Soviet Union to swamp that country with military aid, 
and they can get it for the asking. 

With that kind of a situation, if we relax, there will be cracks of 
more Soviet aid going into the area all the way through there. 
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PARADE IN CATRO 


There was a par: ade in Cairo 2 weeks ago in which the Egyptians 
showed off their Soviet arms. The main signific ance there is that that 
is one evidence that the Soviets will actually produce, and it is just 
not talk if they get an opportunity. I wondered why the Soviets have 
not gone in for this a long time before, because there are several 
reasons in the Middle East why they can make headway. 

Senator DworsHax. How much aid have we given Saudi Arabia in 
the last 4 or 5 years? 

Mr. Auten. We have not given them any because they have their 
oil revenues, and they do not need any. They are now raising the 
question of “gift aid.” 

Senator Dworsnax. Aid or blackmail ? 

Mr. Atien. They call it aid. 


TECHNICAL ASSISTANCE TO SAUDI ARABIA 


Senator DworsHak. Are we giving them any technical assistance ¢ 

Mr. Atuen. We did have a small technical agricultural assistance 
mission there, to help in dr lines wells, ete. 

Senator Dworsuak. Is that country tremendously wealthy from its 
oil revenues ? 

Mr. Auten. Yes. It gets about $300 million a year from oil rev- 
enues. 

Senator Dworsnak. What could they do with any aid we could give 
them? Maybe they should give us some aid to help us reduce our 
taxes. 

Senator ELttenver. Did we not try to get the King of Saudi Arabia 
to accept an assistance program and before that we sent there any 
number of tractors, all kinds of equipment, and we had to take it out ¢ 

Mr. Auten. We had a technical assistance mission in there for a 
while. 

Senator ELLenper. It was not accepted. They were there working 
without any agreement. When you found out that King Saud would 
not sign the agreement, you pulled out and it was not until then that 
you did pull out. You were trying to force it on him. 

Mr. Dorsey. An agreement was signed with Saudi Arabia, but after 
we had had a mission there for 2 years, the King decided that he did 
not wish to continue our operations and, by mutual agreement, the 
agreement was lapsed. 

Senator ELLENpDER. Did you not have a lot of equipment there ? 

Mr. Dorsey. Yes, sir. 

Senator Ex.tenper. That was in anticipation of his renewing the 
agreement and signing it, was it not? 

Mr. Dorsey. It was there to carr y out our program on which we had 
already made an agreement. He ‘did not wish then to continue the 
agreement, and we then pulled our mission out. 

Senator ELLenpER. I was there when the equipment was piled in the 
Ambassador’s yard out there, and I do not know how much it took to 
pack it, but, as I understood it, it was never used. They were trying 
to impose it on the King and he would not take it. 

Mr. Dorsey. Again, if I may differ with you, Senator Ellender, I 
was there at the same time. 
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Senator ELienper. I got it straight from the Ambassador himself. 

Mr. Dorsey. The equipment was taken there to begin programs. It 
was in the pipelines, 1f you will. Then the King decided to cut the 
program off and it is true that the equipment was not used. 

Senator Exitenper. The position [ took was that this equipment 
should not have been sent there at a great expense unless the agreement 
was signed, and it was never renew ed or signed by the King. That is 
true, is it not, Mr. Dorsey ? 

Mr. Dorsrty. The agreement was signed, sir. 

Senator Tirye. Was the agreement entered into at the same time 
that you got your lease or contract for your airport installation ? 

Mr. Auten. Yes, sir. 

Senator Tyr. In order for you, at that time, to have gotten that 
airbase in there, you had this technical-assistance question discussed 
and then, in the course of time, the King sort of took over the airport. 
Is that correct? Then he showed some independence and the question 
of technical assistance came into the same argument. Is that correct ? 

Mr. Atten. I do not believe, Senator, it was quite as closely con- 
nected with the airfield as your description would imply. 

The technical-assistance mission ran into some problems. I am not 
entirely clear what they were, as a matter of fact. 

Senator Tuyr. I was trying to freshen my mind. I flew into the 
airport and I was there for a few hours. Because of what I observed 
at the time that I was there, [ was led to have this vague idea of why 
vou had tried to first negotiate a technical-assistance program because 
it was a part of the overall program that was being discussed at the 
time the airport was established there. 

I was trying just to vaguely bring the thought back into complete 
focus in memory. 

Mr. Auten. I think that is correct certainly as regards to the start 
of it. The ending of the technical-assistance mission, I do not believe. 
was directly connected with any difficulties about the airport. 

Senator Tuyr. I was not certain. I was trying to reconstruct my 
memories of the situation. 


CONSTRUCTION OF AIRPORT 


Senator ELLenper. I am sure that there was no connection, because 
the airport was started and put up there long before the technical-aid 
program came in. I was there in 1946. 

Senator Tire. That was a part of your military installation at the 
time. There was the anticipation that when you were confronted with 
a continuation of that airport, your relations would have to be favor- 
able and, therefore, the negotiation to establish some sort of a working 
agreement between that country and ours was why the technical assist- 
ance came into being. 

I was just trying to reconstruct some of my own memories. 

Mr. Auten. It is another evidence of how difficult it is to separate 
the military assistance from the economic question. We are supposed 
to be dealing now with the military, but they often are interconnected. 

As regards the canceling of our technical-aid agreement, all these 
countries are inclined, from time to time, to flare up and do something 
to show their independence. We must have steady nerves and ride 
out their flareups if we are going to win. 
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Senator Tuyr. There is the question of diplomacy. It is the diplo- 
matic ability of some to ride the storm out. If you and I fail in our 
mutual security, and if we fail in having the foresight and diplo- 
matic ability, we can pretty well be shaken out of some of the areas 
and find such areas closed to the United States leadership but open 
to the communistic leadership. 

Mr. Atxen. I am delighted to hear you express it so excellently, 
Senator. 

TRIBUTE TO JOHN PEURIFOY 


Senator Dworsnak. Is it not true that when we had Jack Puerifoy 
in some of these zones, he did an excellent job without having to spend 
a lot of money to line up the friendship and create the goodwill of 
those countries in which he was temporarily assigned / 

Mr. Auten. I would not want to deprecate the work of my good 
friend, Jack Peurifoy, whatsoever. I will merely remark, since you 
have asked the question, that the period he was in Greece, was one 
of the heaviest spending periods we had there. 

Senator Dworsnak. What about Thailand? You have had a lot of 
trouble in Thailand since he left there. 

Mr. Auten. Yes, sir. I wish Jack Peurifoy were still with us. 

Senator Tuyr. John Peurifoy was in Greece at the time the Com- 
munists were endeavoring to destroy or take over Greece. You were 
in Yugoslavia at the time, but you were in India later. Your own 
record has been good. 

Mr. Auten. Thank you. 


SITUATION IN PAKISTAN 


Chairman Haypen. I would like to know something about the situ- 
ation in Pakistan. 

Mr. AutEN, Pakistan has long had a military tradition. It is rather 
like Turkey in that respect. 

When the British were ruling in India, they recruited their local 
soldiers from certain groups and certain areas. The British had a 
term they used there which one still hears in India and Pakistan— 
the martial classes; that is the group or class from which people will 
volunteer to go ifto the army. It becomes sort of a family tradition. 


Many of those groups are now in Pakistan. 
FIGHTING TRADITION OF PAKISTAN 


Pakistan has a fighting tradition. They make good soldiers, and 
they are determined to keep up a good army. They are in geographical 
control of the traditional route through which invaders of that sub- 
continent have passed. We have no worries about the constancy and 
ability of the Pakistan Army to carry out its assignments. 

On the economic side, we will have some other problems. 

Chairman Haypen. I have heard the question raised that we are 
attempting to create a military force in Pakistan to help them sustain 
an army beyond what is needed. 

_ Mr. McGutre. They have about ——— divisions. Our understand- 
ing with the Pakistani is that we will equip certain divisions. To the 
degree that the equipping of those divisions with more modern equip- 
ment than they would have had, it will be some expense on the country, 
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but factually speaking, we are not adding any more military numbers 
to the Pakistani background. It is there. 


DIRECT FORCES SUPPORT 


Senator ELLtenper. How about direct aid aside from hardware, 
equipping the soldiers? How much do you have provided for that 
purpose ¢ 

Mr. McGuire. For direct forces support in Pakistan, I have . 

Senator Ertenprr. That is to furnish the soldiers clothing, shoes, 
and so on 4 

Mr. McGuire. It is primarily barrack-type equipment, that sort of 
thing. 

Mr. Auten. I would like to add one thing to what you said about 
the size of the Pakistani Army. A lot of American newspapermen, 
who have asked me questions, indicating a belief that we are cramming 
armies down the throats of these people; that we are encouraging 
them to build up larger armies than they themselves would like to 
have. 

DISCOURAGING LARGE ARMY IDEAS 


Let me say with all of the sincerity I can command from every bit 
of experience I have had, that that is absolutely not true. Every one 
of these countries would like to have more armies than they have. 
We have to hold them down, every one of them. 

I have not seen an instance in which the United States suggested 
to a country that it ought to have more soldiers than the government 
of that country itself wanted. 

Turkey is an excellent example. Turkey always wants more troops 
than her economy can support, and we have to hold her down. 

Senator Evienpver. Is not Turkey one of the few that asks for 
more? 

Mr. Austen. Pakistan, lraq—every one that I have seen. 

Senator ELLENDeR. You are not including Thailand / 

Mr. Auven. If Thailand asked for less military assistance that we 
were willing to give, it would certainly be an exception so far as the 
countries with which I am concerned. 


REFUGEE PROBLEM IN PAKISTAN 


Senator Tiryr, Aside from military assistance to Pakistan, has it 
ever overcome its problem with the refugees ! 

Mr. Avten. That is fairly well overcome. The refugees have been 
absorbed more or less. They still live in the outskirts of Karachi, as 
they always did, and they do not have ade quate housing; but they 
have jobs and they are gradually integrating into the community. 

Pakistan has had a much more difficult pane m on that. than India 
because about 6 million went from each side from India to Pakistan 
and from Pakistan to India. However, India is so much larger that 
it could absorb them much more easily. India is wealthier eco- 
nomically, too, 

( ‘hairman Haypen. Are there any other questions of Mr. Allen? 
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ASSISTANCE TO ISRAEL 


Senator Eiienper. Let me ask you something about this situation, 
Mr. Allen, between Israel and Arabia and the continuation of assist- 
ance to Israel. 

When I was there 2 vears ago, I came to the conclusion that it would 
be impossible for us to settle the problem out oe by trying to ap- 
pease both sides with funds. However, sooner - later, the Arabs 
would find out what the Israelis were doing iia sooner or later the 
Israelis would find out what the Arabs were doing, and that has come 
to pass. 

How is the situation there now with respect to settling the troubles 
there? Has it been improved any or is it worse? What is the pic- 
ture there? 

Mr. Atien. The situation has grown more tense in the last 12 
months. 

Senator E.ienper. To what do you attribute that ? 


INTRODUCTION OF SOVIET WEAPONS INTO EGYP'l 


Mr. Auten. I attribute it primarily to the introduction of Soviet 
weapons into the area. 

Senator ELLtenprer. Do you mean into Egypt / 

Mr. Auten. Yes, sir; and that has created a mounting tension on 
two sides. The Israelis think that the Arabs now have enough arms 
to be able to swamp them, and the Arabs think that the Israelis are 
going to try to start a preventive war before the Arabs assimilate these 
weapons. That has caused increased tension on both sides. They 
are watching each other closely. 

An added cause for increased tension is in Jordan. The Jordanian 
Government, about 3 or 4 months ago, suddenly dismissed the British 
commander of the Jordanian Army, General Glubb, and took over 
control of the Army. While that was a nationalistic step to be ex- 
pected, it has nevertheless resulted in the lessening of discipline in the 
Jordanian Army. 

We saw an indication of that just a week ago when the Jordanians 
suddenly moved their troops over to the west bank of the Jordan 
River because of a rumor that the Israelis were mobilizing, which 
turned out to be incorrect. That is symptomatic of the sort of jitter- 
iness of the area. 

I personally do not believe that either side is anxious to have a 
war at the present time. There is some indication that the Soviet 
Foreign Minister did not encourage the Arabs to any aggressive 
action. The Arabs were a little disappointed that the Soviet Min- 
ister did not come out on their side quite as strongly as they had 
expected him to. 

I may give you my own interpretation, if I may be able to edit the 
record a little bit after we look at it. 

My guess is that the Soviet Union does not want the Arabs to 
get involved in hostilities at the present moment because they think 
that the Arabs would probably be pushed around rather severely by 
the Israelis. The Arabs would then run to Moscow for help and 
Moscow does not plan to put any troops down there. 

She is rather far away. She could send some volunteers from 
Asiatic Moslem areas, perhaps. However, if Russia did not come 
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to the Arabs’ help, then the disillusionment against the Russians 
would be very, very strong so, at the present time, it suits Russia 
not to feed the Arabs raw meat. That is my own interpretation of it. 


SITUATION IN EGYPT 


Senator ELtenper. What is the situation in Egypt? Are you ad- 
vocating that me provide funds to build a dam over there? 

Mr. Auien. I do not know if you want to separate this military 
part from the economic part. 

Senator ELLenpber. I thought you were talking about a political 
standpoint. 

Mr. Aten. I will be here when Dr. FitzGerald is beside me 
testifying. 

Chairman Haypen. I was going to call Dr. FitzGerald next if there 
are no other questions that anyone wants to address to Mr. Allen. 

Let us call Mr. FitzGerald. 

Mr. McGuire. Mr. Chairman, I might point out that several other 
members of the State Department are here. However, I believe Sec- 
retary Dulles pretty well covered the aspects of the areas for which 
those gentlemen are responsible. 


TWENTY PERCENT LIMITATION IN LANGUAGE 


Sen: itor SALTONSTALL. On page 6, section 105, you asked for a lan- 
guage change there. You asked for this language change: “Not more 
than 20) percent of the total funds m: one available by this act for the 
fiscal year 1957 shall be obligated and/or reserved during the last 2 


months in the fiseal year. 

What is the purpose, very briefly, of that? What is the reason 
for that amendment ? 

Mr. McGuire. My understanding is that last year this 20 percent 
limitation was put in on the last 2 months because the Congress 
at that time felt that the services or someone had obligated too much 
at the end of the year. 

I would like to point out to you from an administrative point of 
view that it makes it practically impossible to operate a program 
in any businesslike manner if you are negotiating a contract, for 
example—let us take offshore procurement—it means that you sud- 
denly have a ceiling put on as to how much you can do in that period. 

I think we should have no- year-funds of the military which ties 
in with the services who are acting as our procuring agencies. I 
think it is pretty obvious that if you take—and in the case of last 
year, on a billion dollars, there was a limitation that you could only 
spend $200 million in the last 2 months. 

If the purpose is to stop people from trying to obligate a lot of 
money on the last day of the month—and I believe that is what it was— 
you have the same problem on the last day of April. They will try 
to obligate everything except $200 million. 

Personally, I was in the Department of the Navy; I was Chief of 
Procurement during the war. I am not in favor of obligating funds 
just for the purpose of obligating them. 

On the other hand, I think it puts us in a poor position admin- 
istratively when we have to block off our activities in this respect and 
are not free to carry forward and operate this program in a planned 
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manner, and some of these plans, where we can make the decision that 
we can obligate them and get them committed, take time to work out 
and it drops them in the middle, and it causes confusion, in my opinion. 

This may be naive on my part, Senator, but I think you have to have 
confidence in the people doing it, realizing that they are not going to 
do this last-minute obligating of funds. I will have no part of it. I 
do not agree with it as a premise, if we had the no-year-funds, carry 
on our business and let our contracts in an orderly fashion, I think it 


would improve the administration of this program. 
PROCEDURE UNDER 20-PERCENT LIMITATION 


Senator Sauronsrauu. If you had $100 million left in the total 
funds, adding them all up, that would mean that you could spend $20 
million or a fifth of that in the last 2 months. But if you had that 
$100 million divded up into a thousand different contracts and the 
language that the House has it in is 20 percent of each contract—am 
I correct ? 

Mr. McGuire. No: it is 20 percent of the total appropriation. 
What you have to do is this: Presume for the moment-—— 

Mr. Murruy. Let me inject here that the language included in the 
House bill would require the application of the 20- percent limitation 
to each individual appropriation of which there are 26 proposed for 
fiscal year 1957. 

Mr. McGuire. That compounds the problem worse than it was last 
year. 

Senator Sauronsrauu. Last year it was 20 percent of the total funds. 

Mr. McGuirg. That would mean on the appropriation of last year 
of a billion dollars that you should spend $800 milion prior to the last 
2 months, $200 million going into the last 2 months. If they reach 
10 days before the end of the month, you practically arbitrar ily have 
to get this committed, starting them in a race to do exac tly what you 
are trying to stop. 

In my opinion, as an administrator and businessman, it would be 
better off if they could carry on the $800 million over to the next month 
in an orderly fashion and let this thing properly. It caused us un- 
told confusion in our European phase of our operation where we were 
trying to find out how pach you would have obligated. 

I will see if I can point this one thing out to you. We do not know 
as an administering agency exactly what the obligation figure is on 
the 30th of April. “It does not come to us until about the 20th of M: ay. 
Therefore, we could not tell how much had been obligated or where 
we stood in this matter. We just had to take an arbitrary ceiling and 
put on the last 2 months and say, “That is how much you can do,” and 
it does not seem to me that it is the intent of the Appropriations Com- 
mittee as to how they want this thing administered. 

They do not want that roadblock. I can understand that they do 
not want somebody to dash in at the last minute and spend more money. 


HISTORY OF LIMITATION LANGUAGE 


Senator Cuavez. I think I know the history of the limitation. I 
have been handling the Defense Department appropriations for years. 
Year after year, it was not confined to the military. Every depart- 
ment of Government would have quite a little money at the end of 
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April. Then they go the last 2 months and obligate everything that 
they had. 

It was in order to stop that kind of obligating that the limitation 
was put in. 

Mr. McGuire. At the time we would have $180 million unobligated, 
and I only thought $165 million should be carried forward. 

As far as I can concerned, if we can get this program so that you can 
think it is properly administered, then I will not have any trouble 
getting what I need. 

Senator Cuavez. If it is properly administered, you will not have 
any trouble getting money from the committee. 

Mr. FirzGeraxp. This limitation, which is one which is more dis- 
turbing to us than it is to the Defense Department—we have some more 
of these appropriation accounts to start with, and the additional re- 
striction that the House Appropriations Committee put on the bill 
this year really makes it, from our point of view, practically impossible 
of effective administration. 

Furthermore, it seems to me that it is an illogical restriction. It 
is illogical in its general effects, and it is even more illogical in the 
specific effects that result from the additional restriction put on by the 
House committee this year. 


EFFECT OF HOUSE COMMITTEE RESTRICTION 


Let me take those in reverse. ‘The effect of the House Appropria- 
tions Committee restrictions this year would mean that each one of 
our accounts—and this includes the President’s Emergency Fund— 
would be restricted so that not more than 20 percent of that account 
could be obligated in the last 2 months of the year. We cannot ration 
emergencies on a calendar basis. This last year we very carefully 
kept most of that President’s Emergency Fund throughout the great- 
er part of the year so that we could have it available as we needed it to 
meet emergencies. As it turned out, most of the emergencies that we 
had came up in the last 3 months. 

With the restriction in the way the House has it now, we would be 
almost completely stopped from using that Emergency Fund. 

Furthermore, it seems to me that at least insofar as the consistency 
between the House Appropriations Committee action and the author- 
ization bill is concerned, there is no logic at all. 

In the case of the authorizing legislation, you have no-year funds 
for military, and yet here we have a 20 percent restriction in the last 
2 months of the fiscal year. Either one or the other is obviously 
wrong. 

15-MONTH AVAILABILITY OF FUNDS 


You have, in the case of the defense support and other nonmilitary 
funds, Congress authorizing 15 months availability. The House 
Appropri: 1tions Committee comes along and puts this 20 percent re- 
striction on May and June which has no logic in respect of the au- 
thorization for a 15-month availability. 

In the case of the newly established development assistance fund, 
there was a provision for 4 years of availability and a 20 percent re- 
striction. Two months of the year makes no logic if the authorization 
in the first place was an inappropriate one. 
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We feel both for practical administrative reasons that this 20 per- 
cent limitation particularly when it is applied to individual appro- 
priation accounts is really highly undesirable. 


LANGUAGE CHANGE 


Senator SALronsraLL. Let me ask you if you are the gentleman to 
answer this. On section 106, you asked for a language change there by 
striking out the words in line 22. Then you asked for a deletion on 
page 7, at line 2. 

What is the purpose of that suggested amendment ? 


RESERVATION SYSTEM OF ACCOUNTING 


Mr. Murriy. Basically, Senator Saltonstall, that is a conforming 
amendment. In other words, if the military assistance funds are re- 
ported out by this committee as available until expended, then in order 
to be consistent, the reservation system of accounting that is included 
in section 106 should also be available until expended and not as the 
Tlouse reported it. At the same time, the last clause should be deleted 
because development assistance funds, as Dr. FitzGerald has ex- 
plained, and 15 million of the Latin American defense support funds 
are available for periods longer than a year, and the last proviso of 
section 106 says that nothing in the act was to be construed as to con- 
tinue money available beyond the end of the fiscal yea 

In order to make the act consistent throughout, that last sentence 
would have to be deleted from section 106. 

Senator SarronstatL. Thank you, Mr. Murphy. 

Mr. McGuire. There was one piece of information asked for this 
morning that I would like to supply for the record at this time. 


DELIVERIES OF JET AIRCRAFT TO YUGOSLAVIA 


The question was asked this morning as to the deliveries of jet air- 
craft to Yugoslavia. 

(Statement off the record.) 

Mr. McGuire. I would say that that is pretty near a minimum 
program. 

That is 2 point that Mr. Dulles spoke to. Of course, we have this 
military assistance program which was developed in the specific de- 
tails last December. I think, as Mr. Dulles pointed out, that it is 
subject to review because it is in this program where it does not nec- 
essarily mean that we are speeding it up or anything else, but we had 
to make the plan on the thing. It was in the backlog fundamen- 
tally— 

Senator Tuyr. Do you want all of this on the record ? 

Mr. McGuire. I would like to delete the part that is confidential. 

Senator Tre. Senator Knowland and I both asked for that infor- 
mation. 

Chairman Haypen. Was there some general statement you wanted 


to make, Dr. FitzGerald? 
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Mr. FirzGeravp. I have a general statement here, and a good deal 
of it has been covered so far today. With the permission of you and 
the committee, I would like to mention just 2 or 3 other points. 

Chairman Haypen. We can include the statement in the record and 
you can highlight it. 

(The statement referred to appears on p. 415.) 


U. N. TECHNICAL ASSISTANCE 


Mr. FrrzGeraup. Senator Ellender looks like he has some questions 
to ask. 

Senator Dirksen. I would like to refer to this large sheet for just 
a moment. I would like to get a little more information about the 
UN technical assistance program under “Technical cooperation. 

Mr. FrrzGeratp. Francis Wilcox is here, and he handles that. 
1 would like to have him talk to that. 

Senator Dirksen. Dr. FitzGerald, why not look at that under 
title Il] there? The general authorization has been pretty well ex- 
plained. That is your program all over the world. 

Your United Nations program of expanded assistance is involved 
there. We had some difficulty with that last vear and the year before. 
I thought you ought to round out just a brief statement here so that 
we will have a fresh background on it. 

Mr. FrrzGeraup. There is a statement in my testimony, and Mr. 
Wilcox can comment on it briefly. 

Senator Dirksen. You do not have to make any expanded state- 
ment, but give us a little background on it. 


INTERNATIONAL ORGANIZATION AFFAIRS 


STATEMENT OF FRANCIS 0. WILCOX, ASSISTANT SECRETARY OF 
STATE 


U. N. TECHNICAL ASSISTANCE PROGRAM 


Mr. Wiicox. I appreciate very much this opportunity to speak 
briefly on behalf of the United Nations technical assistance program. 
The administration is asking for an appropriation of $15,500,000 
which was recently author ized by the Congress for our contribution 
to calendar year 1957. This is the same amount that was appropriated 
last year for contributions to the 1956 program. 

Senator Extenper. What percentage is that? 

Mr. Witcox. It is 50 percent, Senator Ellender, of the total pro- 
gram. 

Senator E.tenper. I thought we were trying to limit it. It started 
off with 6624. 

Mr. Wi1cox. It started out at 60 percent. We have managed to 
get it down gradually every year. It is now down to 50 percent. 

Senator ELtenper. Do you hope to get it lower than that? 


79607—56——24 
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Mr. Wucox. Yes, sir; I do not consider this a floor at all, although 
any decrease should be gradual and orderly. 

Senator Extenper. This technical assistance that we are furnish- 
ing the U. N. is separate from the assistance that we do on our own; 
is 1t not? 

Mr. Wurcox. Yes, sir; this is a very small proportion of the total 
technical assistance program. 


EFFECT OF HOUSE CUT 


I would just like to indicate, Mr. Chairman, what effect this size cut 
would have upon the program. It amounts to, in effect, a 35-percent 
cut in our contribution. For a program this small, it would have 
very serious repercussions. It would mean a 20-percent cut in the 
total program. This means the cost of about 550 experts for 1 year. 
It represents the total amount of money that would be involved in 
the program for the seven Arab countries, plus Afghanistan, Iran, 
and Israel. 

This gives some indication of the magnitude of the program and 
the serious consequences of a cut of this size. I shall not take the 
time of the committee to go into detail. 

Senator Dirksen. Generally speaking, it envisions the same general 
projects that we have under own own technical assistance program. 

Mr. Witcox. Yes, Senator Dirksen, except I want to make clear 
that every effort has been made to avoid any duplication or overlap- 
ping. The two programs are very carefully coordinated in the field 
and in the headquarters at New York. 

In general, it is the same kind of assistance. That is technical 
assistance in the field of health, education, agriculture, and other 
areas. 

PARTICIPATION OF SOVIET UNION 


Senator Dirksen. Does the Soviet Union participate in it? 

Mr. Wicox. The Soviet Union does contribute a relatively small 
amount to the expanded technical assistance program. Beginning 
in 1953, they made a contribution of 4 million rubles—the equivalent 
of $1 million—and some of that has been utilized. There has been 
some difficulty in utilizing the funds. They are not convertible, and 
not available for ready use as are dollars or pounds. 

At the present time, as I recall, there are 4 Soviet experts in the 
field as a result of this program, which is a very small number, out 
of a total of about 1,360 experts. 

Senator Errenper. Are they paid out of the money that Russia 
has made available? 

Mr. Witocox. Yes, sir; they are not paid out of our dollar contribu- 
tions at all. 

ORGANIZATION OF AMERICAN STATES 


Senator Dirksen. What about the Organization of American 
States? Do you have a word on that? 

Mr. FrrzGerarp. There is no question at the moment on that, Sena- 
tor Dirksen. The authorization was $1.5 million and the House ap- 
proved $1.5 million. I shall not dwell on that unless this committee 
has further questions. 
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This is the same request we made last year which was approved 
by the Congress last year. It represents a half a million dollar 
increase from the previous level, but we think it is a very worthwhile 
and useful activity which we would like to see continued at the level 
the House voted. 

Senator Turn. What is that level ? 


DEPARTMENT OF STATE 


STATEMENT OF ROY. R. RUBOTTOM, DEPUTY ASSISTANT 
SECRETARY OF STATE FOR LATIN AMERICA 


AGRICULTURAL INSTITUTE IN COSTA RICA 


Mr. Rusorrom. My name is Roy R. Rubottom, and I am Deputy 
Assistant Secretary of State for Inter-American Affairs. 

There is an agricultural project under the Institute at Turrialba 
in Costa Rica. Agricultural training is given in such fields as plant 
diseases and also cultivating techniques for coffee and things like 
that. It is one of the most interesting and, I think, oldest programs 
of the OAS technical cooperation projects. 

Turrialba is in Costa Rica, and it is operated under the general 
jurisdiction of the Organization of American States and has a project 
Jeader and various participants, researchers from the various coffee- 
growing areas and other countries. 

Senator Ture. It really does not belong in the mutual security 
in the sense of mutual security, because you carried that on before 
you actually got a mutual-security program. Is that not true? 

Mr. FrrzGrratp. This is a program that has been going on for 
many years. When the executive branch consolidated all of their 
foreign programs, this was included. 

Senator Tuyr. That is why I say it does not come under the cate- 
gory of technical assistance in a foreign country as such. It was 
something i in which the United States was engaged prior to this. 

Mr. Rusorrom. That is right. 


CONTRIBUTION TO UNITED NATIONS 


Senator Exiienper. I would like to ask Mr. Wilcox another ques- 
tion on this $15 million contribution for the United Nations. 

I ran across quite a few cases in which the technicians representing 
the U. N. came and gave advice, and, in order to carry that out, we 
had to step in and help out through development assistance. 

Has the U. N. any program at all or any moneys at all such as we 
have, which I have just indicated to be development assistance? 

Mr. Wixcox. No, sir; the United Nations does not have anything 
beyond the technical-assistance program. 

Senator Extenper. Is it not a fact that a lot of these technicians 
go around and give advice as to what ought to be done in many cases, 
and then we have to step in and furnish what they said ought to be 
done? 

Mr. Witcox. I think that is true. The money has to be secured 
either through private investment or the raising of capital in the 
country or through borrowing from a bank, such as the International 
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Bank or the Export-Import Bank or through economic development 
programs—money furnished by the United States or from some other 
source. 

In many cases, the technical assistance is not involved immediately 
with direct construction work or things of that kind. It involves 
advice on how to get rid of malaria and yaws and other communicable 
diseases and advice on how to drill wells in order to get water for 
cattle and for people—simple things of that kind that have not 
involved a large expenditure of funds. 


MALARIA PROBLEM IN SARDINIA 


Senator Exitenper. In that instance, I recall that someone came 
in and said what ought to be done, and then we just stepped in and 
did it for them. That is true in the yaws case. It was also true in 
Sardinia where we spent quite a few million dollars to get rid of 
malaria. I found that that was prevalent throughout the world. They 
went there and told them what ought to be done, and then our people 
said, “All right, if you do not have all of the money, we will let you 
have it. We will just develop a developmental-assistance program.” 

That was done several vears ago when a lot of the money that was 
appropriated for technical assistance was used for economic aid. 

If vou remember. we had that fight on the floor of the Senate. That 
was changed so as to create this fund which we now call the develop- 
ment assistance fund. 

Mr. Wiicox. In a good many cases, as you have indicated, our as- 
sistance, of course, has been available to countries that need help of 
this kind. The United Nations does not have any economic develop- 
ment program. There have been suggestions from various quarters 
that such a program ought to be created whereby more aid would 
le extended through multilateral channels. 

However, up to this point, it has only the technical assistance pro- 
gram. 

PROJECTS PROGRAMED FOR BOLIVIA 


Senator Dirksen. Mr. Rubottom, what were the projects programed 
for Bolivia for an original estimate of the $20 million that was under 
development assistance, title IT, just generally ? 

Mr. FrrzGrratp. May I ask Mr. Yeo, acting regional director, to 
comment on that? 

Mr. Rusorrom. May I answer part of that before Mr. Yeo steps 
up? 

Development assistance in Latin America has been restricted to 
nothing more than emergency aid. We have that type of emergency 
in Bolivia and Guatemala. Bren! 


AID TO GUATEMALA 


Senator Dirksen. Yes, I notice you have $5 million for Guatemala. 
Mr. Ruporrom. Yes, sir; that is the same thing. Mr. Yeo can give 
yuu some of the projects. 
Senator CuAvez. What is emergency assistance? 

Mr. Rusorrom. In Guatemala, there has been accomplished as you 
know, in the last 2 years the expulsion of the Communist-dominated 
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government there, and the one real threat of Communist penetration 
in the Western Hemisphere was there. 

There had been a pretty thorough raiding of the public treasury 
there. Agriculture had gone down, industry had stopped, money 
had been lining the pockets of the public officials, and the emergency 
there had been as much as anything a political emergency, and the 
design has been to strengthen a democratic, non-C ommunist govern- 
ment to take over the responsibilities of government and to join us 
in the free-world effort. 


NATIONAL ROAD BILL 


Senator Ciravez. I think in the last national road bill that we had, 
we gave Guatemala something like $38 million. Would that come 
in the category of ° ‘development assistance”? 

Mr. Runorrom. That is separate. There are some roads that are 
being constructed in the country under development assistance. 

Senator Cuavez. The ultimate results would'be emergency develop- 
ment and assistance ? 

Mr. Rusorrom. That is true. 

Chairman Haypen. How long will it take to get that road so that 
somebody can go by automobile to Mexico and on to Guatemala ? 

Mr. Rvvorrom. T understand that the Guatemalan gap should be 
finished during this next fiscal year, and then it should be possible 
to drive all the: way down to Costa Rica. The actual construction and 
paving of the lower part of the Costa Rican section and also the north- 
ern part of the Panama strip will require another two or two and a 
half years. 

PAN AMERICAN HIGHWAY 


Senator C HAVEZ. We had a program on which we were giving, on 
the Pan American Highway, $8 million a year for 8 years. The Pt resi- 
dent sent a message over here making that available instead of the $8 
million plus so much more so that it was to hurry the construction 
of 28 or 30 miles. 

Then it would be passable and you could get beyond San Jose, Costa 
Rica, and you have another problem in the eastern end or western end 
of Costa Riea and from David to Tapachula. 


COMMUNIST INFILTRATION IN BOLIVIA AND GUATEMALA 


Chairman Hayprenx. You mentioned Bolivia in connection with 
Guatemala. Are Bolivia and Guatemala the two countries in which 
there is the greatest danger of Communist infiltration ¢ 

Mr. Rusorrom, There are two kinds of threats in Bolivia. We 
have had considerable political progress there, and a government that 
has been showing increasing signs of political maturity has just had 
an election. 

INFLATION PROBLEM 


The new President will be inaugurated next month. However, 
there has been a runaway type of inflation there with the exchange 
rate rising to more than 7,000 or 7,500 Bolivianos to the dollar. Tt 
is 2 one-crop country in the sense that it has nothing much more than 
tin under development. There have been some recent oil strikes there 
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indicating some hopes that oil may be available for foreign exchange 
varnings eventually. 


GOLD CONTRACTS AND CONCESSIONS 


Some new gold contracts or concessions have just been issued to an 
American firm. A highway has been built over the mountain down 
to the most productive area. They have also had a severe drought 
which is one of the emergencies there right now. 


LAND REFORM IN BOLIVIA 


Chairman Haypen. I understood that Bolivia was the only coun- 
try where there was any land reform and breaking up the colonial sys- 
tem and getting land into the hands of the people. 

Mr. Ruporrom. I cannot speak to that. 

Chairman Haypen. If it is true, I think that is one of the greatest 
signs of progress. That is one of the greatest stabilizing improve- 
ments that was ever adopted in this country, when the Homestead Act 
was adopted. A man could obtain property and become a conserva- 
tive citizen. 

Mr. Rusorrom. I think that is true, but I cannot say definitely. 

Senator ELtenprr. Did not a lot of that come about because of the 
tin mines, and I believe they are still in the hands of the Government ? 


NATIONALIZATION OF TIN MINES 


Mr. Rusorrom. In 1951 and 1952 when Estenssoro came into power, 
the tin mines which have been the subject of a great deal of political 
and economic controversy for years were seized or nationalized, and 
there have been rather extended negotiations with the owners of the 
tin mines to try to arrange for eventual compensation on the basis of 
some determined value for the mines. 

Senator ELLENperR. But that has not been decided. 

Mr. Rusorrom. There has been some payments and out of the tin 
now being mined, retentions are made to apply against that. 


UNEXPENDED BALANCE 


Senator ELtenper. I notice that the unexpended balance of non- 
military assistance of March is $26,854,000. What is the amount left 
now ¢ 

And my next question would be, why has that money not been spent ? 
Why do you have such a big balance ‘e over what was appropriated? 
$26 million for a country like Bolivia is not a small amount of money. 

Senator Cuavez. Compared to what we give to Asia, it is a small 
amount. 

Mr. Murpuy. That was down, Senator Ellender, to $13,473,000. 
The buik of the money is for agricultural surpluses. There is some 
agric ultural machinery and sm: all implements which are undelivered. 

Senator ELtenper. What do you propose to do with the $23 million 
progr am that you are asking for here ? 

Mr. Murry. That is the question Senator Dirksen asked and Mr. 
Yeo is present to answer that. 
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FOOD AND FIBERS FOR BOLIVIA 


Mr. Yeo. Out of the $20 million program for 1957, $12,700,000 will 
be for food for Bolivia, food and some . fibers. As you know, Bolivia 
has to order 50 percent of her food from suppliers here in the United 
States; 12.7 of this is for that purpose. 

Senator ELLENDER. That food will be bought here, I presume, and 
shipped to Bolivia and converted into counterpart funds? 

Mr. YEO. Yes, sir. 

Senator ELLENDER. With the counterpart funds? 

Mr. Yeo. Local currencies will go into projects and the other $6 
million, or the difference, $7,300,000 is going to go into agricultural 
machinery, roadbuilding machinery, and some industrial equipment. 


TECHNICAL AID EXPENDITURES 


Senator ELLENDER. How much are you spending there for technical 
aid ? 

Mr. Yeo. Slightly over $3 million is programed for fiscal year 1957. 

Mr. Murpny. $3,195 000. 

Senator EuteNnper. That is strictly technical aid ? 

Mr. Murreuy. That is correct. 

Senator ELLeENpER. When I was there, I noticed that there were a 
lot of technicians. I think there were as many technicians from the 
U. N. as our own people. 

Mr. Yro. There are still quite a few U. N. technicians. There is a 
considerable effort being made to keep down duplication. I do not 
believe that we have any serious duplication in Bolivia at inis time. 

Senator Etienper. I do not see how it is possible to keep down 
duplication when you have almost as many technicians there from 
the U. N. as you have from the United States, all trying to do the 
same thing. 

Mr. Yeo. The ratio is pretty heavy on the United States side, 
heavier than we were previously. There are still quite afew U. N. 
technicians in Bolivia, too. 

Chairman Hayden. You may proceed. 

Mr. FrrzGeratp. There is one complication on this particular 
appropriation that I would like to call to the attention of the commit- 
tee briefly, if I may. 


DEFENSE SUPPORT FOR LATIN AMERICA 


This is on defense support for Latin America. You will notice that 
in the authorization committee last year, our economic assistance for 
Latin America was the development assistance account. It has been 
shifted by the authorizing bill and is now in defense support. The 
authorizing bill provided for $52 million of appropriations. The 
House Appropriations Committee has recommended $35 million or 
$17 million less than the authorization. 


LIMITATION PROVISIONS 


They have further complicated the problem by two provisions. The 
first provision is in the authorizing bill itself which provides $15 mil- 
lion of this appropriation shall be used for basic development purposes 
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anywhere in Latin America primarily related to health, education, 
and sanitation, and land resettlement activities, and that 75 percent 
of this $15 million shall be on a loan basis; so, except to the extent 
that some of those activities can be carried on in Bolivia, these funds 
are not available to the Bolivians because of these provisions. 


FUNDS EARMARKED FOR GUATEMALA 


The House bill also earmarked not less than $15 million of the $35 
million appropriated for Guatemala. 

If you have $15 million marked for he: alth, education, and sanitation 
anywhere in Latin America and another $ $15 million earmarked for 
(Guatemala, it is simple arithmetic that you have $5 million left for 
Bolivia as compared to our recommended program of $20 million. 

This is highly undesirable and will be highly serious and detrimental 
to our program in the area if these earm: arking provisions remain and 
the $35 million total were as the House had provided for. 


DEVELOPMENTAL SUPPORT 


Senator Evtenper. Why has this support been designated as de- 
fense support! It is purely developmental in the ¢ ategory of develop- 
mental support. 

Mr. Frrzgeravp. I am not clear why the authorizing committees 
made this shift. 

Senator Exxtenver. Did not the Administration want it that way? 

Mr. Frrzgeratp. We requested it as developmental assistance but 
the two authorizing committees shifted it. a were apparently 2 
or 3 reasons for the shift. One was that they wanted to consolidate 
all of the other developmental assistance funds into a single fund, as 
they did. 

Apparently it was felt that it would be undesirable to consolidate de- 
velopmental assistance in Latin America with developmental assist- 
ance in the Near East or Africa, Senator. So rather than doing that, 
they shifted this account to defense support and also indicated that 
since we had a general military understanding with Latin America, 
which Mr. Rubottom will talk more about than I can, it was felt by the 
authorizing committees not to be illogical to make this shift, but we 
intended to use the money in the way it was or iginally. 

Senator ELLenper. Is it not true you can use the defense support 
money in the same way as you would use developmental assistance ? 

Mr. Firzceracp. That is correct ; and we intend to do so. 

Senator ELLenper. It is economic aid. 

Mr. Firzeeraup. Yes; we intend to do so. All they have done is 
shift it from one ‘ategory to another. But they have put these pro- 
visos on it that tie our hands completely behind our back and will make 
almost impossible any effective program in Bolivia unless this com- 
mittee feels justified in changing it. 

Now, our suggestion for a change is that the total be increased to 
the amount authorized, which is $52 million. That is our preferred 
solution. 

If, in the wisdom of this committee they do not want to increase the 
total, and we urge the increase, then I sincerely hope the committee 
will take off this earmarking so that our hands are not tied in con- 
tinuing assistance to Bolivia. 
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Senator Tiryr. You could administer it better if you had the sum 
and you had your discretion to shift the sum to the three countries or 
whatever the situation might be? 

Mr. Frrzerraip. Yes, sir. 

Senator Taye. But with the earmarking and the restrictions on the 
funds, why, you are 

Mr. Firzceratp. We are in a complete box on Bolivia. 

Senator Ennenper. Under the proposed program here, I notice for 
1957 you have $35,546,000 in the category of military assistance. Does 
that Come within the « category of defense support ? 

Mr. Firzceraip. No, sir; that is a small military assistance. 

Senator ELLeNper. Then your nonmilitary assistance of $60,850,000, 
that is the one you are talking about, is it not? That was the proposal 
for Latin America? 

Mr. Firzgeratp. That is techncial cooperation; yes, sir. We have 
no problem on the technical cooperation side insofar as these restric- 
tions are concerned. It is on the newly designated defense support 
category that we have this problem, Senator. 


TECHNICAL COOPERATION PROGRAM FOR BRAZIL 


Senator Dworsuak. What kind of projects are included in the tech- 
nical cooperation program for Brazil which provides $4,739,000 ¢ 

Mr. Frrzerratp. Mr. Yeo, can you answer that? ‘They are listed 
in the document before this committee. 

Mr. Yro. A certain portion of that is increased agriculture, public 
health, and education; 1.1 is in agriculture and natural resource 
projects. 

Senator Dworsuak. You mean to develop their resources ¢ 

Mr. Yro. To develop their resources, and 393,000 is in industry and 
mining. That includes geological work, lai h, of course, is to some 
extent in the interest of the United States. 

Senator Dworsnak. Primarily technicians ? 

Mr. Yro. Primarily technicians. 

Then a small amount is transportation, a small amount in labor 
leader trainees in the United States, and a million dollars in health 
and sanitation. Another $700,000 in education; $400,000 in public 
administration. 

Senator Dworsiak. Were these projects requested by the Brazilian 
Government ? 

Mr. Yro. Yes, sir. And they are all part of their own program. 
Then there is a small amount in miscellaneous, some scientific and 
certain technical training. 


RECRUITMENT OF FOREIGN TECHNICIANS 


Senator Dworsnaxk. I have one more question. When Mr. Hol- 
lister submitted a statement to the committee last week, he made this 
statement: 

Technical cooperation may involve, one, furnishing technicians and experts 
from the United States or other free nations who will serve in those countries 
to help local effort in developing technical resources for eeonomie and social 
development. 

Does that mean that we recruit technicians in other countries to 
work under the supervision of our own program ? 
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Mr. Frrzerratp. We propose to, Senator, on special occasions when 
the avaliability of the kind of technical competence that is needed in 
our project is not available in the United States. 

One of our real difficulties at the present time in getting American 
technicians is in the medical field. We are not prohibited from get- 
ting medical technicians from other countries but we wanted to re- 
port to this committee and the Congress that where we could not ade- 
quately fulfill the requirement for technicians from American sources, 
we did plan to recruit technicians from other free world countries that 
would be working under 

Senator Dworsnak. Where would you find technicians that were 
not needed in their own countries ? 

Mr. Frrzeeratp. The Netherlands is one place where it is quite 
possible we can find technicians. 

Senator Cuavez. Why not get them in Brazil proper? 

Mr. FrrzGrraip. We do employ in all of these countries the techni- 
cians in that particular nationality when they are available, sir. 





BUDGETARY ASSISTANCE PROGRAM 


Senator Dworsuak. Do you recall a few years ago when under this 
program we were sending technicians abroad to teach these countries 
how to balance their budgets?) What progress was made on that par- 
ticular program? Do you recall that 

Mr. FirzGeravp. Not in those precise words, Senator, but I think 
we could demonstrate a pretty satisfactory record in a number of 
countries in which the question of unbalanced budget and very in- 
flationary expenditures has been reduced or brought within bounds. 

Senator Dworsuak. You do something along that line in that par- 
ticular program ¢ 

Mr. FrrzGeraxp. It is a delicate subject and we never went in there 
and said, “All right, now, we are going to tell you how to do this,” 
because it is a very touchy subject. 


POTENTIAL THREAT OF INFLATION 


Senator Dworsuak. You recognized the potential threat of inflation 
insofar as the economies of those particular countries were concerned, 
and you tried to do something to retard that movement. 

Mr. FrrzGrravp. As Mr. Rubottom just mentioned, one of the basic 
problems in Bolivia is galloping inflation. 

Senator Dworsuak. Why confine it to Bolivia? Does not inflation 
have a ruinous effect in all of the countries, in Near East, Turkey, 
Greece, in various other countries? Is it not true in France? Is it 
not true in most of those countries ? 

Mr. FrrzGrraxp. It is serious to Turkey. It is pretty well in Greece. 

(Discussion off the record. ) 

Senator DworsHak. It is not true that possibly by the distribution 
of many millions of dollars of various kinds of aids in these countries 
that the United States unwittingly has accentuated and encouraged in- 
flationary trends? 

Mr. FrrzGrraxp. If it was done, sir, it was done unwittingly because 
we have attempted, in our programs abroad, to make sure that the 
local currency cost of these development programs be absorbed by or 
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taken up by, paid for, within the country without undue inflationary 

presure. We are not infallible. We may well have contributed to 
that on occasion, but it was the lack of basic analaysis and not a lack 
of understanding of the problem. 

Senator DworsHak. When such conditions were called to your at- 
tention, you immediately initiated remedial steps of overcome that 
situation ? 

Mr. FrrzGrratp. We have undertaken in many countries to get 
remedial steps taken ; yes, sir. 


NONMILITARY ASSISTANCE PROGRAM IN EUROPE 


Senator ELtenpeER. Doctor, I notice under Europe, nonmilitary as- 
sistance, undistributed by country, $15,900,000, with an unexpended 
balance of March 31, of $26,380,000. Will you tell us what that is for? 

Mr. FrrzGeratp. Mr. Bernstein, who is acting regional director for 
Europe, ICA, is here. 

Could you reply to Senator Ellender’s question ? 

Mr. Bernstern. Where is this figure to which you have reference? 

Senator Extenper. I got it from our clerk. Undistributed by coun- 
try, it must be a little kitty you have somewhere. Unexpended balance 
of March 3 , $26,380,000, ‘and the pr oposed program is $50,900,000. 

Mr. Mureny. If I can havea little time, Senator, I think have the 
answer to that in this briefcase. Let me see if I can dig it up. 

Senator Dirksen. What isthe item, Senator Ellender ? 

Senator Exzenver. Undistributed by country. That is how it is 
headed. 

As of March 31, 1956, an unexpended balance of $26,380,000. 

I wish to call attention to this particular fund that is under the 
heading of “Europe,” we have delivered in military assistance $499,- 
151, 000. We have unexpended balance as of March 31, $130,133,000. 
And proposed for military assistance, $72,300,000. 


UNEXPENDED BALANCE IN EGYPTIAN PROGRAM 


Senator ELLtenper. While they are looking that up, Dr. FitzGerald, 
I notice here that we have a proposed program for Egypt. ———— and 
as of March 31, you had an unexpended balance of $44,933,000. What 
are those funds to be used for? 

Mr. FirzGeratp. The unexpended balance or both? 

Senator ELLeNnpER. Give it to us as to each. 

Mr. FrrzGeratp. Mr. Dorsey, could you answer that? 

Mr. Dorsey. Senator, I would say that the proposed program of 
— would be to—— 

Senator Evtenper. I have it 

Mr. Dorsry. Yes. I was going to break that down into two items, 
one $3,800,000, which would be a continuation of the present technical 
assistance programs, which is largely made up of technicains, as you 
know, sir, in agriculture, public health, education, and the remaining 
program would be direct assistance in the fields of communic ations, 
transportation, water development, and so on, in Egypt. Now that 
does not, sir, cover the proposed high Aswam Dam, about which you 
have heard, "that we would have to obtain funds for from another 
source. 
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Senator ELLENpDER. That has been eliminated, as 1 understand. 
Mr. Dorsry. Yes. 


LAND RECOVERY PROJECTS ON NILE 


Senator ELLeNver. The reason I ask about Egypt: I recall there 
was an item to recover several thousand acres of land diverting the 
Nile in two spots at the lower reaches and also a little above Cairo. 

Mr. Dorsey. Yes. 

Senator ELLeNper. Are you providing any funds for that purpose ? 

Mr. Dorsey. No additional funds are being requested for this pur- 
pose. 

Senator Exvtenper. Are vou familiar with the two programs I am 
referring to? I know we have contributed quite a bit of money 
toward it. 

Mr. Dorsry. You mean the one in Buheira Province near Alex- 
andria, and the one in Fayoum Province near Cairo? 

Senator E_ienper. There were two in the low plans and above. 
‘They were very expensive, as I remember. 

Mr. Dorsey. oer oe make up part of the unspent balance 
you are speaking of, sir. They are just about on schedule according 
to my information. 

Senator Extenper. Do you know whether or not a sufficient sum 
of money has been prov ided to get those two projects / 

Mr. Dorsry. That is my understanding, sir. 

Mr. FirzGeratp. We can answer that question that you asked, 
Senator Ellender, if you would like, on the undistributed balance of 
Kurope. 

Senator ELLenper. All right. 

Mr. Bernsrein. The undistributed balance to which you refer is a 
combination of three items in the fiscal 1957 program. One is the 
Joint Control Area request which is for $12,200,000. 

Senataor EL.tenper. What do you mean by “joint control”? 


BERLIN PROGRAM 


Mr. Bernstein. Largely a program in Berlin. And also some 
technical assistance in Germany and Austria. 

Senator ELLENDER. You mean this $15 million / 

Mr. Bernsen. This is 1 of the 3 items, $12,200,000. 

Senator EL.tenper. Have you not an item somewhere else for Berlin 
than this? 

Mr. Bernsrein. Yes. It is explained in volume IT of ICA’s S presen- 
tation to the Congress. There is an item under the tab Joint Control 
Areas. The dollars are largely for surplus agricultural commodities. 

Senator Ex.enper. Last year, as I recall, there were $25 million 
appropriated which was to be divided—— 

Mr. Bernstein. $21 million. 

Senator ELLeEnpeER. $21 million. It was to be divided, Austria was 
to get some. And Trieste was to get some. But Austria got out of 
the picture and Trieste got out of the picture, and you gave it all to 
Berlin. 

Mr. Bernsretn. That was several years ago. 

Senator ELLtenper. Three yearsago. Wasthat the same fund / 

Mr. Bernstein. The same fund. 
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Senator E.tenper. How mueh are you providing now for that pur- 
ose / 

Mr. Brernsretn. In fiscal 1957, we have asked and the authorization 
bill contains $12,200,000. 

Senator ELLeNpeER. So it has been reduced, then. 

Mr. FrrzGerarp. It has been coming down steadily. 

(TDiseussion off the record. ) 


WEST GERMAN CONTRIBUTION TO BERLIN 


Senator Evtenper. As [ understand, West Germany is now better 
able to take care and carry a greater load in Berlin; that. was the 
promise made when I was there, and that is being carried through ? 

Mr. FirzGeravp. They are putting the equivalent of over $1, 100 
million a year in Berlin, directly and indirectly. 

Senator Exvenper. This unexpended balance in the same category, 
S?263580 000 

Mr. Bernsrein. There were two other items also in both the un- 
expended balance and the fiscal year 1957 program figure. The West- 
ern European Technical Exchange program and some Washington 
support calls for that program. The unexpended balance that vou 
refer to has been reduced since March 31. As of July 1, a rough pre- 
liminary estimate of that balance is $7,500,000 for Joint Control Areas 
plus 6,700,000 for technical exchange, or a total of $14,200,000. 


CARRYOVER FUNDS IN GREECE 


Senator ELLenper. Now, Dr. FitzGerald, I notice here where you 
have a program for Greece of ———— and witha carryover from March 
31,1956. That is purely economic aid; is it not / 

Mr. FirzGeravp. Yes, sir. 

Senator ELLENpER. When do you propose to wind up the economic 
aid in Greece? I thought we were in a position to do it 2 years ago 
when we found out there that the industrial development in Greece 
had reached an all time high of 172 percent pre war. Is it the idea to 
keep on giving economic aid there / 

Mr. FirzGrravp. It depends on how you define economic aid, Sen- 
ator. It goes the way of commodities. Last year I think they were 
all surplus : agricultural commodities, and the local currency was all 
used to help support the military establishment in Greece. 

Senator E,Lenper. That is a separate proposition, though, Public 
Law 480. This is no part of Public Law 480. 


USE OF SURPLUS AGRICULTURAL COMMODITIES 


Mr. FrrzGerarp. This is section 402 of the Mutual Security Act. 
We provided all surplus agricultural commodities. 

Senator ELLenper. In other words, you used the cash. Will you use 
any part of this ——— under section 402? 

Mr. FirzGerarp. Yes, sir; all of it. Most if not all of it, Senator. 

Senator Ettenper. To get food ? 

Mr. FrrzGerarp. Yes, sir. The local currency, I would like to 
repeat, is used to help support the Military Establishment in Greece, 
which we have as much interest in as the Greeks have. 
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Senator ELLenper. Now, in Turkey, you have an unexpended bal- 
ance as of March 31 of $168,958,000, and the proposed program for 
this year, fiscal year 1957, is ———- How will that money be spent? 

Mr. FrrzGrrap. The composition of the unexpended balance—first 
of all, the unexpended balance is sharply reduced now. I think it 
is around $125 million or something like that. 

Mr. Murphy, can you give us the last unexpended balance on 
Turkey ¢ 

Mr. Murry. As of June 30 on Turkey, the unexpended balance 
was down to $137,259,000, from the figure you had as of March 31, 
Senator. 

Mr. FrrzGeratp. Almost all of that unexpended balance, Senator, 
is raw materials and supplies for the Turkish economy. 

Senator Exienper. Is that in the nature of defense support ? 

Mr. FrrzGerrawp. Yes, sir. Again, in the last year and a half, all 
of the local currency has been allocated to the defense establishment 
in Turkey. 

Senator E.tenper. Is that ———— that you have asked for this 
year to be used for the same purpose? 

Mr. FrrzGrrarp. Yes, sir. 

Senator Etienper. Defense support ? 

Mr. FrrzGeraxp. Yes, sir. 

Senator Eitenper. That is used primarily, you say, to help main- 
tain the army there? 

Mr. FrrzGeraxp. Yes, sir. 


NEAR EAST AND AFRICA UNEXPENDED BALANCES 


Senator ELtenprer. Now, I notice, also, under the Near East and 
Africa, undistributed by country, the same kind of item: You have 
there unexpended in nonmilitary $24,133,000, and a proposed pro- 
gram of $148,700,000; what is that for ¢ 

Mr. Murreuy. The 148, Senator, is the special $100 million Near 
East fund which the President requested, plus the reappropriation 
of the $45,800,000—for the Palestine refugees. 

Neither of those could be put on a country basis and the remaining 
$3 million was for regional type projects in the Near East. Projects 
that did not apply to any particular country, like the local locust 
project. 

PALESTINE REFUGEES 


Senator Eittenper. How much did you say you had left over for 
Palestine refugees ? 

Mr. Murpny. We had available $62 million in fiscal year 1956. 

Senator Extenper. Was that $62 million for the purpose of fur- 
nishing food? 


SINAI PENINSULA AND JORDAN VALLEY PROJECTS 


Mr. Mureny. No, sir. It was divided on two bases. Between $16 
million and $17 million of it was for the purpose indicated; in other 
words, relief purposes for the refugees. The remaining $45 million 

yas for projects of economic development; namely, land reclamation 
in the Sinai Peninsula and the Jordan Valley, and so forth. 
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Senator ELtenprr. Is that the project wherein we proposed to fur- 
nish 70 percent of the cost of the project ? 

Mr. Morruy. On that I am not sure of the percentage, isr; all I 
know is that we did not get to use the money at all. It is all unobli- 
gated. 

Senator ELtenper. Why are you asking that we reappropriate it, 
then ? 

Mr. Murpuy. We are urging that it be appropriated in the earnest 
hope that we will get the opportunity to get this project underway in 
fiscal 1957 if the conditions in the area will permit. 

Senator Extenpver. Is that to use the water from the Jordon in 
order to obtain more tillable land to care of the refugees ? 

Mr. Murrny. Yes. 

Senator Exttenper. That is the one where we have assumed 70 per- 
cent of the cost of the project. So you have not spent any of it. 

Mr. Murruy. We have asked for no additional money for 1957, 
which means that during fiscal year 1957 we will still have these 
relief requirements to take care of, so another $16 million, approxi- 
mately, will have to go for that purpose. We would hope that the 
remaining $29 million can be put to work on these projects. 

Senator Erxenper. But $45 million can not be spent except for the 
projects that we talked about just now. 

Mr. Moreuy. That is one of the projects. We also had some hopes 
for projects in the Sinai Peninsula along the same line, the United 
Nations Relief and Work Agency. 

Mr. Dorsry. You will recall the proposed diversion of waters 
from the Nile to irrigate the Sinai Peninsula for the benefits of the 
refugees. 

Senator ELtenprr. That was in Egypt. 

Mr. Dorsry. Yes. 

Senator Ex.renper. Is that separate from the two projects I men- 
tioned a while ago? 

Mr. Dorsey. Yes. This would take water out, siphon it under the 
Suez Canal, and then across into the Sinai Peninsula. This would 
be used only for the refugees. So it is a different project. 

Senator Ertenver. How much will a program or a project of that 
kind cost? 

Mr. Dorsey. As I recall, the projected cost, and I am not certain 
of this but my recollection of it, is around $25 million. 

Senator ELtenper. Will you use the water that is brought near Suez, 
by that canal that the British built? 

Mr. Dorsey. Yes. 

Senator ELtenper. That is where you get the water? 

Mr. Dorsey. Yes. 

Senator Exrenper. And siphon it off? 

Mr. Dorsry. And put it in the Sinai Peninsula. That is to take 
care of the people from the Gaza strip. 

Senator Exirenper. And take it under that canal, under the Suez 
Canal, would cost about $25 million ? 

Mr. Dorsey. As I recall it; yes. 

Senator Exttenper. How will that be borne; how will the expense 
of that be borne ? 

Mr. Dorsny. That will be carried out by the UNRWA. We will 
make a contribution to it as will the other participating countries. 
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Senator Ex.enper. That is a 65- to 70-percent contribution, as | 
remember. 

Mr. Dorsey. Yes, sir. 

Senator Extenper. Mr. Chairman, it is not my purpose to go into 
all of these countries. I am just taking a few of them in order to get 
the picture. 

NONMILITARY ASSISTANCE IN PAKISTAN 


We drop down to Asia now, Mr. FitzGerald. I notice here we 
discussed Pakistan, the military aspect, and you have in nonmilitary 
assistance or you had on March 51, 1956, $13 ,522,000, and you propose 
to spend —. Can you tell us what that will be spent for? What 
is the status, first, of the une xpended balance / 

Mr. Mureny. Is that a particular country / 

Mr. Mureny. The estimated unexpended balance on June 30, Sen- 
itor Ellender, was $108.8 million. 

Senator Exutenper. What will the $108 million be spent for? 

Mir. Mureny. That is money that was obligated during fiscal year 
1956 and prior years. 

Senator ExLenver. For what purpose? 

Mr. Mcurruy. For a whole variety of purposes: imports for pur- 
poses of generating rupees and additional imports for the purpose of 
USOM projects. 


FERTILIZER FACTORIES 


Senator Ens ENDER, Is any part of this being used to build those fer- 

tilizer factories ? 

Mr. Murvnry. Yes, sir. 

Senator ELLenper. What progress has been made as to those? 

Mr. Dorsey. I cannot give vou an up-to-date report, Senator, on 
that. I will be glad to furnish it. 

Senator ELtenper. It ought to be completed by now. 

Mr. Dorsry. As I understand it, it is well along. But it is not in 
the final stages of completion because we are asking for funds to 
complete it in 1957, It is anticipated that She fertilizer factory will 
be complies at the end of the calendar yea 

Senator ELLenprer. Do you recall what the entire cost of that proj- 
ect is? 

Mr. Dorsey. The total of funds obligated by the United States in 
the period fiscal years 1952 to 1956 is $12 million. No additional 
United States funds are planned for this project in fiscal year 1957. 

Senator Ettenper. Who will operate it? 

Mr. Dorsey. I believe it is the Pakistan Government. 

Senator ELtenper. Now, are there any other projects similar to 
that in which we furnish the money to build and which the Pakistan 
Government will operate ? 


KARNAFULI DAM 


Mr. Dorsey. There is the Karnafuli multipurpose dam in east 
. ‘akistan which will supply a very considerable amount of power and 

s also a water control project. 

Senator Ertenper. Have you any other manufacturing projects in 
which we furnish the money and the Pakistan Government is going 
to operate other than the fertilizer factories? 
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Mr. Dorsey. I do not recall any now, Senator. 

Senator ELLENDER. You do not know of any? 

Mr. Dorsry. No, sir. I am informed that there are no other such 
projects in our mutual security program in Pakistan. 

Senator ELLENpDER. Will this ———— be used for the same purpose, 
Dr. FitzGerald ? 

Mr. FirzGrrarp. In part; yes. 

Senator ELLeNper. Is that to continue? 

Mr. FirzGerap. Yes. 

Senator ELLenper. The same kind of work on projects that we have 
just been talking about? 

Mr. FirzGrrap. I expect I misunderstood your question. Part of 
the local currency in Pakistan, a suitable part ‘of the local currency is 
also being used to help support the Military Establishment in Pakistan. 
Part of it is being used as local currency expenses of the project. 


DIRECT FORCES SUPPORT IN PAKISTAN 


Senator EL.tenper. Is not the Army handling that now, direct sup- 
port for the Army? Is that not being h: andled by the military ? 

Mr. FrrzGrratp. The Army is handling the direct support. It 
involves foreign exchange costs, Senator Ellender. We develop, 
through our import programs, local currency that is turned over to 
the Army to help them put the barracks or airfield, or whatever it is, 
in place. 

Senator EL.tenper. But this amount of ———— is in the nature of 
defense support, is it not? 

Mr. FirzGerarp. Yes, sir. 

Senator ELtLenper. Are you building barracks with that amount? 

Mr. FirzGrratp. No, sir; but we are making some of that local 
currency available to the Defense Department to pay for the local 
currency costs of these military projects. 

Mr. McGutrr. Senator, to clarify your question, in our defense 
budget of the dollar cost 

Senator ELLENpER. You mean the question, or answer ? 

Mr. McGuire. I beg your pardon. 

Mr. FrrzGerrabp. Clarify my answer. 

Mr. McGuire. The dollar cost of the construction programs are in 
our program. The local currency cost that you have to pay the labor 
over there are developed by IC A who are the people who handle the 
generation of local funds. They have been very carefully screened to 
see that there is no duplication of the two. 

Senator Ettenper. Now, direct forces support. That is other than 
hardware. Will that amount be taken out of the program that we have 
for 1957, which amounted to $140 million originally? In other words, 
if you recall now, we had direct Ag os defense support, that was 
handled through ICA before. Now I understand direct forces support 
is being hi indled by the military and that money was to be used strictly 
to purchase c lothing, shoes 

Mr. McGusre. Consumables and construction. 

Senator EL.enper. Yes. 

Mr. McGuire. No, the way that is operating is this: The consumable 
and the construction, on the construction elements that are to be pur- 
chased in dollars, are in our program, it is so stated. Of the counter- 
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part funds that must be generated to go along, to make it a finished 
operation, are in the economic program because we believe, and I think 
we are right, that the local currency operation should be handled all 
in one agency. They have been carefully screened so that there is no 
overlap and we have only the dollar amount of the cost of the project 
and they have the local currency cost of the project. 

Senator Extitenper. And you simply furnish dollars to purchase 
goods that cannot be obtained locally ? 

Mr. McGuire. That is right. 

Senator KLLenper. And you furnish the counterpart funds with 
which to complete the job, as it were, the project ? 

Mr. FirzGrravp. Put it in place; yes, sir. 

Mr. McGuorre. They are very tough to get any counterpart out of us, 
Senator. They are very rigid with us. 

Mr. Dorsey. For your information, Senator, out of that total figure 
of $90 million, $40 million in 1957 would be used for direct project 
assistance, such as the Karnafuli dam, the fertilizer plant, and so on. 


IMPORTATION OF MACHINERY AND VEHICLES 


The remaining $50 million would be used to import machinery, 
vehicles, and raw materials, and so forth. 

Senator Extenper. Is the $40 million to buy generators? 

Mr. Dorsry. Equipment, and so on. 

Senator E.tenper. You do not convert that into counterpart funds? 

Mr. Dorsry. No, sir; that is direct contribution. 

Mr. McGuire. Senator, as long as you brought up the direct forces 
support in Pakistan, previously this afternoon you asked me the ques- 
tion of how much direct force support was in Pakistan for the military. 
The total direct forces support military program is ———. 


CAMBODIA PROJECTS 


Senator ELLeNpeR. Now we are moving rather rapidly here. 

I would like to go to each country and ask some questions. I 
would like to find out about your projects in Cambodia. We discussed 
that a while ago. That is the nonmilitary. What do you propose to 
do with this ————? How will it be used? I would like to know 
if you have anything programed or have you simply fixed that 
amount in the hope of getting the project underway later or working 
them up later, planning them later? 

Mr. Moyer. This ————: first of all there is one large segment 
of it which will be devoted to the supply of salable commodities, the 
proceeds of which will be used for military support. 

Senator ELLenper. Just to buy goods and use the counterpart? 

Mr. Moyer. Yes, sir. 

Senator E.zenper. What are you going to do with those counter- 
part funds? 

Mr. Moyer. Use it for military support. 

Senator ELLenver. Such as paying the soldiers? 

Mr. Moyer. Some of it will go for pay of the soldiers. It will 
supplement the budgetary resources of the Cambodia Government 
for the financial support of the military forces, 
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Senator Ex.enver. I notice you have an unexpended balance in 
the same category, that is nonmilitary assistance, as of March 31, 
of $48,819,000. I guess that has been reduced ? 

Mr. Murpny. Yes, sir. As of June 30 it was down to an estimated 
$43,164,000. 

Senator Ex.enper. Is that unexpended balance together with the 
$45,500,000 which you asked for to be used for the same purpose you 
just described ? 

Mr. Moyer. Part of it. That unexpended balance will be added 
for expenditure to this amount which we are proposing for 1957. But 
in addition to the ——— I just mentioned, there is ——— which will 
be used for projects. 

Senator ExLenper. What kind of projects, sir? 


HIGHWAY AND IRRIGATION PROJECTS 


Mr. Moyer. Well, $7 million, for instance, will be to help complete 
the port highway. There is another substantial amount for other 
highway improvements. We are helping to complete 2 irrigation 
projects, 1 up near the old ruin Angkor Wat. 

There are two irrigation projects that we have been helping with 
in the past for which part of these funds will be used. Those are old 
projects. 

Senator Ex.enprr. This irrigation project you speak of around 
Angkor Wat and Angkor Thom, I think it is—I was there to see it— 
is just to use the same canals that were built a thousand years ago; 
you are simply using the same facility ? 

Mr. Moyer. Yes, sir; including the reservoir they have there. 

Senator ELLeNprER. And this amount will be used for that purpose ? 

Mr. Moyer. Yes, sir. 

Senator ELLENDER. $7 million of it? 

Mr. Moyer. The $7 million is for the port highway. Then for 
other highway projects we expect to use about a million and a half 
dollars. 

Senator ELLENDER. Now, what contributions are you getting from 
the local government to assist in the performance of these projects or 
the completion of these projects ¢ 

Mr. Moyer. On this port highway we are meeting the entire cost. 
The French, I am sure you know. are building the port itself. We 
have agreed. to finance the highway. We are meeting the entire cost 
of that. 

Senator Extxenprer. That is because of trouble in the use of the 
Mekong. As I remember, Vietnam objected to the use of the Mekong. 
They wanted to char ge them some unreasonable freight rates to bring 
the products up the river. 

Mr. Moyer. It was partly that and partly a desire of the Cambo- 
dians to have their own port. 

And could I go off the record for the other part‘ 

(Discussion off the record.) 

Senator DirKsEN. Cambodia had no access to the gulf at all there. 

Mr. Moyer. That is correct. 

Senator ELLenper. The only access was by way of the Mekong. 

Mr. Moyer. That is correct. 
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PURCHASE OF SUCTION DREDGES 


Senator ELLENDER. Now, is any money provided in the unexpended 
balance or the proposal for 1957 to purchase the suction dredges; you 
know, these hydraulic dredges the same as you have in Vietnam to 
reclaim land out there ? 

Mr. Moyer. We have an item of about a million dollars for improve- 
ment of inland waterways but I am not quite sure how we are going 
to do that. 

Senator ELLEnpER. Does that envision the purchase of a hydraulic 
dredge? 

Mr. Moyer. I am not certain about that but I would assume that 
some dredging would be involved. 

Senator ELLENpeR. Are you familiar with the ones being handled 
around Saigon ? 

Mr. Moyer. Yes, sir; I have seen them in operation. 

Senator ELLenpER. They have three of them there. 

Mr. Moyer. I think so. 

Senator E.renper. As I recall, the agreement was that if we would 
furnish the dredges the people there would furnish the money to pay 
for the operation of the heckue: Is that correct ? 

Mr. Moyer. I cannot answer that. 

Senator ELtienper. We find, ourselves, as I found last year, not only 
putting up the money to build these dredges but we furnish the money 
to operate them, including the oil and everything else, and a lot of 
privately owned land is being recovered there. The supposition is that 
these landowners are going to pay us intime. Do you know anything 
about that? 

Mr. Moyer. I should imagine that for private land there would be 
an understanding with the Government for repayment. 

Senator Etienper. The thing is that there is no effort being made 
to get repayment, and we are going along and putting up all the 
money, and the privately owned estates there are benefiting by it and 
not putting up a nickel. 

Mr. Moyer. There are cases where it is Government operation for 
public purposes where we provide the entire cost. For instance, there 
is the port highway in Cambodia, and there are other cases where we 
do provide the local currency support as well as equipment. It is just 
a question of, with very limited budgetary resources, how they use 
them and what we help to do in addition. 

Senator Ettenper. Do you not think that if you enter into a con- 
tract with the Government that it ought to be carried out by that 
Government ? 

Mr. Moyrr. Yes, sir; I do. 

Senator Extenper. As I said, we put up the money for these three 
dredges, hydraulic dredges, in Vietnam, with the understanding that 
after they were completed the people who benefit by this would pay 
for the operation and we found nobody home; we are doing all the 
work. It is being done for the benefit of these people and no effort 
was made then nor is being now, I understand, to get the people who 
are benefiting by this to pay back to the Government the amount 
necessary to operate these dredges. 

Mr. Moyer. I will look into that, Senator Ellender. 
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Senator ELLenper. I wish you would. Not only there but you will 
find that in another area there—I do not recall the place, but I will 
give it to you—wherein the same contract has been entered into and 
a lot of this work is being done for privately owned land in the hope 
that they will pay in the future. But it strikes me that we ought to 
draw the line there and at least get them to pay the cost of it or else 
stop pouring the dirt on their property. 

Mr. Moyer. Our general rule is, in private cases like that, that they 
do repay.’ 

Senator Extenver. The rule certainly has been violated for over 2 
years now. 

Mr. Moyer. I will look into that. 

Senator EL.tenper. I wish you would look into that. 

Our representatives there said they sought to do it, they tried to 
do it, but up to the time I left it was to no avail. I just believe that 
that money ought to be used for the purpose of serving the Govern- 
ment itself and not private individuals. 

Mr. Moyer. That is the general rule. 


LAOS PROGRAM 


Senator ELtenper. Now, I want to get to Laos. Did you have any 
fixed programs for Laos when you asked for the ——— to be provided 
for this year, this fiscal year? 

Mr. Moyer. Yes, sir; we have. 

Senator ELtenper. Will you tell us what they are? 

Mr. Moyer. Again, part of it is for highways. As you know as well 
as any of us, Laos is way in the backwoods, the strategic centers are 
not connected; both for economic and military purposes, it is very 
essential to develop a system of highways. 


FERRY ACROSS MEKONG RIVER 


Senator E.tenver. As I remember, you built the ferry across the 
Mekong River there to connect with that newly built railroad from 
Thailand. Are those the roads you are talking about ? 

Mr. Moyer. No, sir. We will improve the strip of road which goes 
from the ferry ramp to the capital city, Vientiane, but there are other 
roads leading to other strategic centers throughout Laos. That is a 
relatively small strip and is an operation that will have to be improved. 

Senator ELLenper. You had an unexpended balance as of March 
31 of $36,242,000. I guess it has been reduced, to what, now ? 

Mr. Murpnuy. As of June 30, it is estimated at $26,438,000. 

Senator ELtenper. What are you going to do with that money ? 
What is being done with it and this ———- that you speak of? 

Mr. Moyer. A very large part of that unexpended balance, Senator 
Ellender, represents salable commodities in the pipeline, again for the 
support of the military forces. 

Senator ELtenper. You mean to generate counterpart funds? 

Mr. Moyer. Yes, sir. There are some project funds of last year’s 
program, a much smaller amount. The great bulk is salable com- 
modities. 
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CONSTRUCTION OF HOUSING FOR AMERICANS 


Senator Ertenver. As I recall, there were quite a few houses put 
up from some of these counterpart funds to house our own people in 
that area, and then they had a little subdivision they were getting 
ready tostart. They were getting a knocked-down house from Japan, 
as I remember, in order to house our own people there. Do you think 
that is a legitim: ate expense ? 

Mr. Moyer. Yes, sir; I do. 

Senator ELLenper. Why did you not so state when the amount of 
money was asked for last year and the year before? Are you able to 
shift from one project to another ? 

Mr. Moyer. These, of course, are largely counterpart funds, but 
look at the situation we have in Laos. How do we operate unless 
the people have some place to live? 

Senator Eixenpver. I understand all of that. But yet, as I said, it 
was only by going there that I learned about it and I have been on 
this committee for quite some time. It was never brought to the 
attention of the committee that these funds would be used to put up 
housing for our own people there, and on land that is owned by the 
Government; they would not even give us the land, as you know. 

If you will look into it, you will find that out. 

Mr. Moyer. Eventually we would expect those houses to go back 
to the Government. 

Senator ELLenper. That is exactly right. 

Mr. Moyer. Well, we have that problem, and it is just impossible 
to staff the mission without housing under those conditions. 

Senator Extenper. How much of this money, if any, goes toward the 
support of the King and his son there, or the family ? 

Mr. Moyer. To my knowledge, sir, none. This project that you 
have mentioned has not come to our attention. 


PALACE FOR KING 


Senator Exienper. It will. And there is none of this money that is 
going to build a palace for the King? 

Mr. Moyer. No, sir. 

Senator ELtenper. Is it positive? 

Mr. Moyer. Yes, sir. 

Senator ELtenper. Well, it had better be. 


VIETNAM BALANCE 


Now, Vietnam, just to get through with that area, the unexpended 
balance, nonmilitary, in Vietnam, was $247,991,000. What is it now? 

Mr. Murpny. It is estimated at $183,199,000, on June 30. 

Senator Ettenper. You propose ——— million ? 

Mr. Morrpny. Yes, sir. 

Senator ExLtenper. That is what you ask for? 

Mr. Murpny. Yes, sir. 

Senator Ettenper. What is that money to be used for ? 

Mr. Moyer. Of that ———— we propose ———— million for salable 
commodities, of which the local currency counterpart will be used to 
supplement the budget for military purposes. 
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SALABLE COMMODITIES 


Senator Eitenper. When you say “salable commodities,” what kind 
of commodities? You are not trying to change their diet there, are 
you? 

Mr. Moyer. No, sir. It includes a whole range of commodities 
which are normally consumed, which are in demand by the public, 
and which they have been accustomed to importing. 

Senator ELLtenper. To what extent will any of these counterpart 
funds be used in order to pay the operation of the Government itself? 

Mr. Moyer. Well, this ———,, of course—you mean for the ordinary 
Government operations? 

Senator ELttenper. That is what I am talking about. I mean the 
new government, the new republic. 

Mr. Moyer. None for the ordinary operating expenses, but there 
is this ———- which will supplement their resources for military ex- 
penditures. Then we are helping with various other projects. There 
will be some local currency assistance to other projects. 


AGRICULTURE DEVELOPMENT 


Senator ELtenper. You mean agricultural development ? 

Mr. Moyer. In agricultural developments. 

Senator Extenper. How much of this will be used to reestablish 
refugees from the north? 


REFUGEE ASSISTANCE 


Mr. Moyer. We are rather pleased, Senator Ellender, with the 
developments in that respect. In the 1956 budget we had $37 million 
for refugee assistance. 

In the 1957 budget we do not have any separate item. Their needs 
will be taken care of with the assistance we will provide under the 
regular services, health, resettlement, and that sort of thing. 

We estimated that in fiscal year 1957 there will be somewhere around 
$15 million of special expenditures required for activities on behalf 
of the refugees, under the regular program activities. 

Senator ELLENpER. Now, have the camps been dispensed with up to 
now ? 

Mr. Moyer. The collection camps, I do not believe there are any of 
those left. 

Senator ELLenper. In other words, these refugees have been placed 
all over the southern area where it was intended they go? 

Mr. Moyer. They have been placed all over the southern area but 
not all of them have yet been resettled where it is possible fully to 
support themselves. That is this land resettlement program that 
Secretary Robertson mentioned. 

Senator Exienper. One of the problems that our own people were 
afraid of, was if those people remain in camps to long we might get 
trouble there. 

Mr. Moyer. Yes, sir. 

Senator ELLENDER. You say they have been fairly well dispersed ? 

Mr. Moyer. They have been fairly well dispersed, not all of them 
yet in sulf-supporting situations, but they are moving to locations 
where they can be fully supported. We do not expect the sort of situ- 
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tion to develop which has arisen in the Near East and other places. 
They are working very hard and are anxious to settle. The govern- 
ment is taking a vigorous attitude toward this refugee problem and 
we believe it is going to be settled satisfactorily. 


ROAD BUILDING AND SCHOOLS 


Senator ELLenprer. Now, how much of this money, if any, is being 
use for roadbuilding and schoolhouses and other things of ‘that char- 
acter in South Vietnam ? 

Mr. Moyer. A cer tain amount of it is being used for such purposes. 
Now, in highways, we are expecting to use about ——— million. 
That includes a highway going north up to the 17th parallel and other 
highways as well. 

For improvement of railways, about————; for port facilities, air- 
port, and other transportation projects, approximately 

Senator E.tienper. Is that direct aid in order to get rails and the 
necessary ties and things, or will that be used by way of counterpart 
funds? 

Mr. Moyer. About half and half. 

Senator ELtLenper. Half and half? 

Mr. Moyer. Yes, sir. 


HYDRALIC DREDGES 


Senator ELitenprer. Now, the other place where these hydraulic 
dredges were with us was in that same area: As I remember, you had 
two in operation and there was a third one. 

Mr. Moyer. I think that is correct. 

Senator ELtenper. The purpose of it, as I stated a while ago, was 
for us to purchase them, put them there, and they would be operated 
for the benefit of the landowners there. 

Now, again, I was told that it would require 6 years in order to 
compete the program that is now in the offing, and that no effort at 
that time was being made to get these private landowners to contribute 
to the betterment of their land. 

IT wish you would look into that and find out what is being done 
and whether or not we will continue to help these private lands and 
expect to collect it in the future. 


Mr. Moyer. I will do that. 


PROJECTS BENEFITING PRIVATE LANDOWNERS 


Senator ELLenper. You agree with me that any of these projects 
that are operated by us for the benefit of private landowners should 
not be tolerated. 

Mr. Moyer. Yes, sir, that is our general principle. I will look into 
this. I will let you know also, sir. 

Senator ExLtenprer. Do you know what it costs to operate those 
dredges? 

Mr. Moyer. No, I do not. 

Senator ELLENDE r. Do you know whether or not any of the counter- 
part funds that we are talking about now are being used for the 
purpose of operating these dredges? 


— 
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Mr. Moyer. If they are not being paid for currently, some of these 
counterpart funds presumably are being used for that purpose. 


THAILAND UNEXPENDED BALANCE 


Senator ELLenprer. Now, in the case of Thailand, the unexpended 
balance as of March 31, 1956, was $69 million plus. What is it now 4 

Mr. Murruy. Estimated at $59,525,000. 

Senator ELLenper. The program for fiscal year 1957 is $34,600,000. 

Mr. Murrny. Yes, sir. 

Senator ELLeNper. What is that money to be used for? 


CONSTRUCTION OF HIGHWAYS 


Mr. Moyer. That money is to be used—again, we are providing 
substantial assistance for highways in Thailand. 

Senator ELLeNpeR. Where are you going to build them? You can- 
not build them in the ricefields. You have to go miles and miles 
before you get to the hills. 

Mr. Moyer. That is right. We are going to complete what they 
all the Northeast Highway. That will link Bangkok with the 
northern area. That highway does go through riceland and it is a 
very expensive route. Then Thailand has a system of other highways 
largely around the periphery connecting strategic points. We are 
helping, in part, with equipment. There is one section of it which 
we are going to build by contract. 

Senator ELLENDER. Now, to what extent are you furnishing money, 
any kind of funds, out of these moneys we are talking about—which i is 
nonmilitary assistance—to assist the Thailand Government in main- 
taining its army ? 

Mr. Moyer. None of these, sir. A little bit less than a million of 
these 1957 funds will be for local currency support of DFS projects 
under the Defense Department. 

Senator ELtenper. Have you received any complaint from the local 
people there to the effect that our military program is going at such a 

rapid rate that they are having a hard time to maintain it, that is 
to go along at the rate that we are proposing ? 

Mr. Moyer. We have not, sir. 

Senator ELtenper. You have not? 

Mr. Moyer. No, sir. 

Mr. McGurrr. I think Admiral Radford testified to that. 

Senator ELLENpER. Well, we differed a little bit. 

Mr. McGuire. My information is the same as Admiral Radford. I 
have heard no such complaints. Quite to the contrary, as a matter 
of fact. 

Senator Ettenper. I heard it from some of the officials there. The 
idea was that we are stressing too much the military, that is, not to 
say too much the military, but more than they can do now for the 
present, and unless we come in to help them to maintain the Army, 
why, it will be useless to send more and more hardware there for their 
use. Asa matter of fact, as I pointed out, there is quite a bit of this 
hardware that is not taken care of as well as it should be. It is not 
open. As you know, it rains there almost every day. 
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TAIWAN NONMILITARY ASSISTANCE 


Now we come to Taiwan, the nonmilitary assistance. We had an 
unexpended balance as of March 31, 1956, of $145,569, 000. What is 
that reduced to now? 

Mr. Moureny. It is estimated at $116,761,000. 

‘Senator Ex:enper. And the proposed program is $89,400,000. 

Mr. Moyer. Yes, sir. 

Senator ELtenper. Now, what is the unexpected balance being used 
for? 

Mr. Moyer. Of that, about $6614 million is for project materials, 
such as machinery for fertilizer factories, also some for the cement 
mill that we have given some assistance to. 

Senator ELLenper. How much assistance have you given to it? 
Quite a bit, is it not? 

Mr. Moyer. Not quite a bit. That was in—— 

Senator ELLenper. Excuse me. I have South Korea in mind. 

Mr. Moyer. They have a very good operating plant there and we 
have given some assistance for certain expansion, but it has not been 
very substantial. 

Senator Ex.tenper. How much of this amount that you have un- 
expended and that you propose for this year will be used for projects 
in which we furnish half the money and a local individual furnishes 
the other half? 

Mr. Moyer. A local private individual ? 


HONSHU WINDOW GLASS WORKS 


Senator Etinenper. Yes. And I would like to get your evaluation 
of those projects as to whether you think it should be done in that 
manner; that is, where we furnish half the cost of a project that is 
owned by the individual, and the one I have in mind in particular is 
the Honshu Window Glass Works. I happened to arrive there the 
first day that they started to make gl: ASS, maybe the second day, and 
the whole project cost, as I remember, is in the neighborhood of a mil- 
lion dollars. 

It is 15,795,000 Taiwan dollars. We furnished that amount in cash 
and the promoters of this project furnished, according to the paper 
I have before me, the same amount. 

Now, the purpose for which they furnished the 15 million Taiwan 
dollars is as follows: Principal equipment and technical service, 
2,737,000 Taiwan dollars; supplementary equipment, 2,349,000 dol- 
lars; building construction, 2,945,000 dollars; preoperation expenses, 
4,405,000 dollars; customs duty—where that came from I could not 
find out—2 million Taiwan dollars; miscellaneous 564,000 dollars, and 
contract services 795,000 dollars. 

After reading this and talking to the manager of this outfit, I judged 
that those people put up less than a fourth of the amount of money 
that they should have put up. 

Mr. Moyer. I am not familiar with those proportions, but I will 
say in this case, and as far as I know in all cases in Taiwan, where we 
give assistance—this is to a privately owned 

Senator ELLenper. Privately owned, we pay half of it, as I wnder- 
stand it. 








MUTUAL SECURITY APPROPRIATIONS, 1957 393 


Mr. Moyer. They repay to the Government the equivalent of what 
we put in in counterpart. Thisis nota gifttothem. This is returned 
to the Government in counterpart, what we put into it. 

Senator ELLENDER. Well, that is not the story 1 got. I understood 
and I wish you would check it; if I am wrong I would like to be 
corrected. i understood there were 410 projects of this character 
that I have just described in which we, the Government of the United 
States, put up half of the cost of those projects and, as a matter of fact, 
there was 1 or 2, there may have been 3 projects, in which the projects 
were built for the purpose of using certain minerals in an area, like 
mica, and they built the factory : and found out they could only run 30 
days and could not run because of lack of material. 

Mr. Moyer. Could I comment on the last: project ? 

Senator ELLENDER. Which one? 

Mr. Moyer. The mica. 

Senator ELLenper. Yes. 

Mr. Moyer. You are essentially correct in that. We have investi- 
gated it. In fact, we had previously investigated it. This project 
was begun in 1952 2’and it was found, as they got along, that there was 
not the material available that they counted on. We had put in, I 
believe, $37,000. 

I might mention in this connection also that we recently sent an 
audit team over there to investigate this and any other project of this 
kind. 

Senator ELLENDER. This one here was not put on your list. 

Mr. Moyer. I would like to comment on this one a bit later, if I may. 

We found, incidentally, on this audit, that there were 3 or 4 such 
projects in total, I believe. The value of these projects was substan- 
tially less than one one-hundredth of 1 percent of the economic aid 
we have given to Taiwan. 

Senator ELLtenper. I did not understand that. 

Mr. Moyer. In addition to this plant you mentioned, this audit 
study turned up, I think, 2 or 3 others, but the combined value of the 
money we put in amounted only to less than one one-hundredth 
of 1 percent of the economic aid we have provided in Taiwan. Now 
there are bound to be a few sour projects, and the mica project is one. 


MICA PROJECT 


I might mention on this mica project, however, that when we 
found what had happened, about half of it had already been installed, 
the other was standing there. The part that was installed they are 
now using to grind limestone and other products, so it is being put 
to use. For the other half, we are getting a refund from the Chinese 
Government. So that has been taken care of. We do that when we 
find projects of this kind. 

Senator ELLENDER. Now, I find there that we had over 100 tech- 
nicians in that area—when I s = “technicians,” I mean college men 
whom you have under contract, all of them put together—they are 
doing their best, as I understood, to try to balance industry with 
agriculture. I am wondering how long that will go on, with all due 
respect, because they have nothing to work with ther e, they have very 
little minerals. Why keep teams ‘out there to try to put up projects to 
balance agriculture with industry, is something which I cannot under- 
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stand. In that respect a lot of money is going to be wasted, you are 
going to find that out, probably after it is spent. 

Mr. Moyer. Senator Ellender, could I give an example in this field 
of why we are encouraging industrial developmer it? ‘Take fertilizer. 

Senator ELLENDER. Do not jump on that, jump on those other proj- 
ects that I have been talking about. 

Mr. Moyer. It is all part. of the general picture of helping them to 
help themselves. Now, we have two alternatives: We can either in- 
definitely continue supplying the things they need, supplying glass, 
for instance. 

Senator ELLenperR. That is what they expect, you know. 

Mr. Mover. If we want to help to have a stable economy there, we 
have to help meet the problem one way or another. 

Now, one way we can do it is to bring in all the glass and all the 
fertilizer, and everything else that they need. 

The other way we can do it is to help them produce these things 
loc ally. 

Senator ExLLenper. Let me ask you this. You talk about glass. 
They never used it before? 

Mr. Moyer. They did, sir. 

Senator ExLenper. Very, very little out in the country. I have 
been to all the villages, quite a few villages out there. Like I found 
in Korea, there they use straw, they use the natural resources to build 
houses and schools. 

But we are going there and using brick, mortar, and tile, and that 
is what they w rant all over the country. 

Mr. Moyer. There is quite a good deal of glass used in Formosa 
beside the back villages. There are towns and cities and other de- 
mands for glass in Formosa. Our studies of this indicate that it is 
doubtful whether the output of this plant will be sufficient to meet 
the demand. 

Senator ELLENpeR. Is the plant in operation now? 

Mr. Moyer. Yes, sir. 

Senator ELtenpver. Producing as expected ? 

Mr. Moyer. That is right, it is in operation. 

Senator Ei.enper. I hope to visit it again soon. I will be very 
anxious to see it. 

Mr. Moyer. I hope you will. 


GRANTS TO PRIVATE OPERATING CONCERNS 


Mr. FirzGerarp. Might I just comment, Senator, that on these 
private projects our entire policy is that we do not undertake to make 
any grant to an individual private operating concern or a private 
entity. To the extent that they cannot put up cash at the time the 
construction or operation goes on, operation goes into effect, the local 
government gets from them a due note and they have to pay off the 
balance of the cost of that plant in local currency over an appropriate 
period of years, dependent upon the kind of construction it is and the 
kind of operation that is involved. I am sure you know it, but I 
wanted to clear for the record, not giving—— 

Senator E:tenver. I know about it but those are I O U’s. 

Mr. FirzGeratp. We are watching very carefully to see that those 
ITO U’s are paid off, too. 
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Senator ELLENbER. There is another thing I would like to ask about. 
When I was there there were two projects, as I indicated before. 
One was the building of that dam, and the other was a kind of GI 
bill of rights to take care of the old soldiers. 

Mr. FirzGeravp. Yes. 





CONSTRUCTION OF DAM ON FORMOSA 










Senator ELtenper. Do I understand that you have in this appro- 
priation, that is the proposal for 1957, of $89 million, any money to 
build this dam ? 

Mr. FrrzGeraup. Yes, sir. 

Senator ELLenver. How much do you have in there for that pur- 


4 
pose? 
Mr. FirzGeravp. For that purpose we have in this proposal $5 
million. 


Senator ELLENbER. Is that a loan? If not, why not? Because I 
was informed that that dam can be made self-sustaining in that it 
furnishes additional water for irrigation and it will generate a lot of 
electricity. Now, why should a vift be made to that Government of 
this amount when they can obtain revenues with which to pay for this 
project ¢ 






AID ON LOAN BASIS 















Mr. Moyer. Senator Ellender, out of the aid we provided last year, 
$10 million was on a loan basis. We have not, of course, negotiated 
with the Chinese Government wit at proportion will be on a loan basis 
in 1957, but in each of the past 2 years, the loan component of our aid 
has been substantial. In 1956 $20 million was on a loan basis. I think 
in 1955, yes, in 1955 also, $20 million of our aid was on a loan basis. 

Senator ELLENpER. You mean to build that dam? 

When I was there they were talking about getting the money, 
they had not started it yet. Do you mean to say you have done all 
this in the meantime / 

Are we talking about the same dam ? 

Mr. Moyer. Yes, we are talking about the same dam. But of the 
total aid which we gave both in 1955 and 1956, $20 million was on a 
loun basis. 

Senator ELtLenper. What I ami talking about is: Primarily this dam 
that is going to cost $48 million, as I remember the figures. 

Mr. Moyer. It will cost approximately that in total, of which $14 
million is in United States dollars. The Chinese themselves are 
putting up—— 

Senator ELLenper. Is that on a loan basis? 

Mr. Moyer. Presumably that comes within the loan in 1956, and 
in 1957 if we are able to negotiate a loan this year; however, we have 
not tied our loans to spec ific projects. We have entered into an agree- 
ment with the Government on the money which we make available 
for certain years, that so much will be a loan which they will later 
repay. This, presumably, would be one of the projects in 1957 if 
there is a similar agreement that would come under that loan. We 
have not negotiated ‘that yet, naturally. 

Senator ELLenper. I do not propose to give to the Government any 
money to build a project that can pay itself out; do you? 











- 
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Mr. Moyrr. There would be times, Senator Ellender, when I think 
we would, depending on the ability of the Government—it depends on 
whether you want to put money in a pocket with one hand and take 
it out of the same pocket with the other. Where we have conditions 
in which they are in deficit all the way through, any additional deficit 
that is created we have to put back in. So the question is, What makes 
sense under that kind of condition? I think there might be times 
when a project would be entirely profitable and which we would not 
necessarily require on a loan basis. 

Senator ExLenver. Why do you not make your loans to projects like 
that instead of making it general, where you can identify it, you can 
say, “Here is a project wherein so many kilowatt-hours of electricity 
are going to be developed, and pay so much for it.” 

Mr. Moyer. That is done under some conditions and it might be 
that this would be a good——— 

Senator Enrenper. You do not know whether it will be done or 
not. 

Mr. Moyer. I do not. 

Mr. FrrzGeraxp. In that connection, our general preference is to 
make a loan which is backed by all of the Government resources. 

Senator Etienpver. You could do that, Dr. FitzGerald, having the 
Government back it, but identify the loan for that particular project 
so that you could get the revenues to pay it back. 

Mr. FrrzGrratp. That could be done. 

Senator Eitenper. You could certainly get the revenues back that 
way by tying your loan in with the project that produces this revenue. 

Mr. FrrzGera.p. My own preference, very frankly, is to not tie 
it to a particular project if that project happened to go sour, then you 
have trouble collecting the loan. 

Senator ELLenper. But your Government is back of it now. 

Mr. FrrzGerarp. If you have a loan to the Government, then it is 
up to the Government whether that project goes sour or not, to make 
a payment. 

Senator Etienper. I do not mean to say not to make it to the Gov- 
ernment, because the Government is the one building this and is going 
to operate it and own it. 

FORMOSA GI PROGRAM 


Now, I would like to ask you about this GI program that you have 
there. I would like to know how much money has already been spent 
on that project and, if none has been spent, what do you propose to 
spend out of the moneys that you are now asking for? 

Mr. Moyer. As I mentioned when we were sitting here before ce 
meeting began, we made available in fiscal year 1955 a total of $ 
million for this project, of which $14 million was to be for direct oie 
chase in dollars of various kinds of equipment which had to be im- 
ported. The balance of it was to generate local currency. 

Now, in 1955, we obligated the entire amount planned for salable 
commodities to generate local currency. That would be 42 minus 14. 
That would mean $28 million was obligated for salable commodities 
to generate the local currency needed for this project. 

The project had not yet been worked out in suffic ient detail to 
obligate the $14 million planned for specific projects, so, in 1955, we 
moved forward projects that we had contemplated for the following 
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year. So that in 1957 we have to complete the projects in the retired 
servicemen’s program. 

Now, in the amounts proposed for 1957 there are 3 such projects, 
totaling about $7.6 million. 

Senator ELtenper. Is that for this year? 

Mr. Moyer. For 1957. 

Senator ELLeNpER. When you say “projects,” do you mean you are 
getting land ready ? 

Mr. Moyer. No, sir. 

Senator ELienper. To be used to help these soldiers? 


HOSPITAL PROJECT 


Mr. Moyer. Well, one of these projects is for hospitals. Of these 
80,00 soldiers, there are quite a few that are simply incapacitated or 
at least have to go through a period of hospitalization. We are fur- 
nishing some equipment and construction materials to the extent of 
$2 million for that purpose. 

A second project is to provide employment; part of the problem is 
to employ these men until they can gradually make their way into 
society. These men came from the mainland, they do not have fami- 
lies. If they were just turned loose a number of very undesirable 
things could happen. So, means have to be found to employ them. 
And one project in which they will be employed is the construction 
of a highway running east and west across Taiwan. 

Senator ELLENpER. Now, we are running a little late. 


PROJECTS TO ASSIST OLD SOLDIERS 


I wonder if you will do this: Will you put in the record the different 
projects that are in operation now and have been in the past, in order 
to assist, strictly assist, these old soldiers ? 

Mr. Moyer. I will be glad to do that. 

(The information referred to will be filed with the committee.) 

Senator Extenper. Is any direct aid given to them such as we have 
in this country ? 

Mr. Moyer. No pensions or anything of that sort; no, sir. 

Senator ELLenper. It is just hospitalization ? 

Mr. Moyer. Hospitalization and providing work, employment, and 
vocational training. We are trying to get these people back into 
productive activities again. 

Senator Dworsnak. Will the Senator yield for a question at that 
point ? 

Senator ELtenper. Yes. 


SUGAR FACTORY ON FORMOSA 


Senator Dworsnak. Did we recently help to finance the construc- 
tion of a sugar-beet factory in Formosa? 

Mr. Moyer. No, sir. 

Senator Dworsuak. Did the Formosan Government do that, itself? 

Mr. Moyer. No sugar beets are grown. They do grow sugarcane. 

Senator DworsHaxk. Not beet sugar, cane sugar. Did we help to 
finance that? 
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Mr. Moyer. We helped to improve some of the machinery. We 
provided a certain number of alcohol locomotives that run on the 
tracks and pick up the cane. We helped put in material to handle 
the bagasse in such a way that it can be dried and used for paper. 

Senator Dworsuak. How much did we allocate to that project? 

“Mr. Moyer. I think I have it right here. 

For all those purposes put together, $3.2 million. 

Senator Dworsnak. Is it operating now? 

Mr. Moyer. Of course the sugar industry there is a very old indus- 
try, and it has been operating since before the war. 

Senator ELtenper. Was that money loaned to the people who owned 
the factories ? 

Mr. Moyer. The sugar in Taiwan is owned by the Government. 

Senator ELttenper. Operated by the Government ? 

Mr. Moyer. At least in large part, and, I think, wholly. 


OIL REFINERY 


Senator Eiienper. There is an oil refinery there, too, in which you 
assisted considerably. Who operates that ? 

Mr. Moyer. That is also Government operated. But our assist- 
ance has not been very great. There was expansion, but that was 
financed by a United States oil company, not by our fund. 

Senator Evtenper. Where do they get the oil which they crack 
to make gasoline? 

Mr. Moyer. Most of it from the Middle Fast or similar sources. 
There is a very small amount produced on Taiwan. 

Senator Ertenper. How is that paid for? 

Mr. Moyer. The oil coming in ? 

Senator ELtenper. Yes. 

Mr. Moyer. That is one of the commodities which we import. 

Senator Exrenper. In other words, we pay for the oil that is 
cracked in this gasoline factory. 

Mr. Moyer. Yes, sir, that is one of the salable commodities that 
is brought in. 

Senator Ertenper. What becomes of the proceeds from the sale of 
this oil? 

Mr. Moyer. That goes into the counterpart fund. 

Senator ELtenper. Into the Treasury of the Government, is it not? 

Mr. Moyer. No, sir. 

Yes. When the ultimate product is sold. But when we bring in the 
raw petroleum, the raw oil, the value of that, the equivalent of that 
is deposited in the counterpart funds. 

Senator ELtitenper. Yes. In other words, we furnish the oil. It is 
bought by the Government and turned into counterpart funds? 

Mr. Moyer. Yes, sir. 

Senator a conan And used for these various projects ? 

Mr. Moyrr. That is right, military.and economic, both. 

One of the reasons for i improving it was to turn out certain types 
of fuel for jet planes and other military uses. 

Senator ELLenper. Now, there is a lot more I would like to ask 
about that, but I see my good friend, the chairman, is hungry, and 
I am, too. 
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I want to ask a few questions about Japan and Korea. Now, about 
Japan, I notice here a program, a proposed program of $2,850,000, 
Is that for technical aid? 

Mr. Moyer. That is for technical aid for a productivity program 
mainly, such as in Europe. It is not technical aid in the sense of an 
undeveloped country. 

Senator ELLenper. Did you know that that program was imposed 
on the Japanese against the will of our Ambassador there ? 


Mr. Moyer. No, sir. 


CORRESPONDENCE FROM AMBASSADOR 


Senator ELLenper. Will you look up the record and give us the cor- 
respondence that took place between the Ambassador and whoever 
was in charge here? 

(The information requested had not been submitted at time record 
was printed.) 

Mr. Moyer. I have seen some of the material, of course. From what 
I saw, the Ambassador did not take a position opposing the program. 

Senator ELLenper. He did not? 

Mr. Moyer. No, sir. 

Senator Enzenper. Well, he told me emphatically that he had. 
Now, somebody is telling a story. I have it in white and black from 
him. 

Mr. Moyer. Well, the correspondence that I have seen 

Senator ELLeNpErR. Harold Stassen is the man who went down there 
and caused him to do it. Now, there is no question about that. I pre- 
dict that this is going to evolve into an economic aid program as sure 
as we are in this room. That is what is going to happen. They do not 
want it. Those people are just as smart as we are. They are good copy- 

cats, by the way, and the only reason advanced for this program is the 
fact that they wanted to put Japan ina position where they could com- 
pete with the British and with the French in trade in that area. That 
is the reason advanced. 

Mr. Moyer. No one man ever decides any of these programs, and 
there is no program such as this ever undertaken without agreement 
between the Department of State and ICA and there was such an 
agreement in this case. 

Senator ELLeNpER. I know, but the thing was imposed on them, I 
am telling you. 

Mr. Moyer. Well, I would not read it that way. 

Senator ELtenper. Well, I would. 


PHARMACEUTICAL PLANTS IN KOREA 


Now, going to Korea, and I am through after this—I have a lot 
more that I had intended to go through—I talked today to my good 
friend, T'y Wood, out there. I discussed this matter, I think, be- 
fore, and when I obtained the information from our representatives 
in Korea I was told that the amount of the total cost of putting 
up, let us say, these pharmaceutical plants, was money that we put 
up in cash. “I have it all outlined here in my notes, and I copied it 
from them. 


79607—56——26 
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COUNTERPART FUNDS 


The contribution by the local government, by way of counterpart 
funds, made up the difference. 

Now, the question I want to ask you is, do you know whether or 
not these plants, the pharmaceutical plants, the flour mills that I 
have described, the starch plants, were put up for the Government 
and operated by the Government ? 

Mr. Moyer. No, sir. They were not put up for the Government 
nor are they being operated by the Government. They are privately 
owned and privately operated. 

Senator Ettenper. How was that transfer made? When was it 
made? Recently? 

Mr. Moyer. My information is that from the beginning it was so. 

Senator ELtenper. Somebody is in error somewhere, and I got that 
from this answer that was given, the information I got was that we 
put up all the cash and the counterpart fund, the part put up by 
the country itself was counterpart fund that we accounted for. So 
that the entire amount was put up by us. 

As T understood my informants, these plants were owned by the 
Government because they could not find anybody to go there and 
put up any money. 

Mr. Moyer. Senator Ellender, I would like to write to Korea on 
this point to check this. Our information is what I have said. If 
Tam wrong, I also want to be straightened out. 

Senator E.venper. I tell you what I did. 

I wrote a few letters to my friend. I got the information in Japan 
from a representative of ours there who helped to coordinate the 
project with Mr. Wood. The question we discussed was: Why should 
our Government that is trying to preach democracy in that area, put 
un these plants to be owned by the Government and operated by the 
Government? 

Now, I would like to find out what has happened since T have been 
there and whether or not these projects are put in the names of indi- 
viduals just to camouflage it, or is it real or what have they paid? 
What have they put up, in other words? Take the four flour mills, for 
instance. What is the reason why the four mills were put up? They 
do not produce a grain of wheat in Korea. We spent a million and 
a half dollars 

Senator DworsHak. What do they produce? 

Senator Exitenpver. Rice. 

The reason this was put up in Korea, I was told, was that they 
wanted to try to get their people to use flour so that they could export 
rice to get dollars. Now, that was the reason assigned. And they 
do not grow a pound of wheat in that area. 





INCREASING USE OF WHEAT PRODUCTS 


Mr. Moyer. However, in each one of these rice-eating countries 
there is an increasing use of wheat products. That is true in Japan. 
Tt is true in Formosa. It is true in a great many of these countries, 

Senator Errrnper. It recently happened when we, through our 
generosity, made available this extra wheat. That started at that 
time. I agree with that. There is no doubt about that. Why in 
the name of commonsense should we put up these flour mills here? 
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As I said, I was told they were put up in Japan and Korea and 
owned and oper rated by the Government; we furnish the wheat to grind 
in these mills. 

Mr. Moyer. I will check with our representatives in Korea and let 
you know. 

Senator ELLenper. And a starch plant the same way. 

Now, I have a flock of questions, Mr. Chairman, but 1 am not going 
to take any more time of the committee. 

I would like to go into these things in detail because I am sure that 
a lot of these projects are put up there that are owned, lock, stock, 
and barrel by the Government. And they are being operated by the 
Government and the proceeds from these factories find their w: ay into 
the treasuries of these countries; particularly that is true in Korea. 

Mr. Moyer. One reason why I still doubt it—although, as I say, I 
will certainly find out—is that Korea over the past, well, gradually 
since they have taken over from the Japanese, they have been turning 
over to private eet: the various business and other units which 
they took over from the Japanese and they have moved quite far in 
that direction, turning them over from Government operation and 
ownership to private hands. 

Senator ELLenper. I can assure you this; as I said, I am not accus- 
ing anybody, but I was told without equivocation that that was the 
case and after I stirred around a little bit about it, 1 wrote later, and 
I was then informed that some of them were operated by the Gov- 
ernment but most of them are in the hands of private individuals. 
But L want to know when that transfer was made and whether or 
not these individuals are not acting for the Government instead of 
themselves and whether or not they put up the money in order to pay 
the cost of these projects. 

You would not sanction that, would you, that we put up the money 
for the Government, and let the Government operate these plants? 
Say you would not now. Do not hesitate. 

Mr. Moyer. For small things like that, no, we would not. Things 
like power are a different matter. 

Senator Eiitenper. I understand that, because we put up 3 or 4 
powerplants there and they are being operated by the Government 
and the proceeds from shea powerplants find their way into the hands 
of the Government to run and operate the Government. 

Mr. Moyer. That is correct. 

Senator ELtenper. And we buy electricity and our own money goes 
back to the Treasury, which is all right. 

Well, Mr. Chairman, I have a lot of other questions I would like 
to ask in detail but I do not suppose there is much use. I would like 
to ask just 1 or 2 questions of my friend, Mr. McGuire here, 


TRANSFER OF FUNDS BETWEEN AREAS 


To what extent, Mr. McGuire, would you be empowered or are you 
empowered or is the Government empowered to transfer, let us say, 
the military assistance that we have, of unexpended funds in E urope, 
$3,346,000,000, in the Near East, 533 Asia, 1,359,000, and so on, from 
one area to another ? 

Mr. McGutre. I think that the ability to direct where this equip- 
ment will be delivered is in our hands up to the time that the equipment 
is delivered to the recipient. 











402 MUTUAL SECURITY APPROPRIATIONS, 1957 


But I would like to point out to you, Senator, that there was a 
reason for assigning it to the particular area it was designated to, 
and assuming that the forces still remain, the equipment will be de- 
livered to those areas. 

Senator Exxenver. If this program is curtailed to the extent that 
the House has cut it, and you felt that money from Europe, $760 
million, that you have asked for, if that is cut some, could you not 
transfer the money assigned to Europe to other parts that are maybe 
more necessary ¢ 

Mr. McGuire. We are not talking about money, sir. We are talking 
about equipment. 

Senator E.titenpErR. When I say money, you know what I mean. 
I am talking about what you purchase with this money. 

Mr. McGuire. The answer to your question is, obviously, you could 
do anything you wanted to in that respect. 

Senator E.tenper. Under the bill you could do that ? 

Mr. McGuire. However, it does not make much sense to transfer 
a size 16 suit toa man size 12, if that is what he needs. 

Senator Ex.tenper. The point I want to make is this. When we 
made these assignments to Europe, Europe was in a pretty bad way 
at the time. Today they are just as prosperous as we are. Why in 
the name of commonsense we should give Belgium ———— dollars is 
something I cannot understand because that little country is in a 
position where it can carry its own load. Yet we are putting the 
money in her lap. We have unexpended in Belgium : 

Now, if you find out that Belgium is able to carry this load 





PARTNERSHIP AGREEMENT 


Mr. McGuire. We will have unexpended on June 30 in Belgium 
——. Now, to make the proper answer to your question and the 
only reasonable one is the one that General Gruenther gave, that 
when you have a partnership agreement you have to balance them off 
and accept some of the conditions which exist. You cannot have 
every one of those partners necessarily perform 100 percent, particu- 
larly when you are the fellow encouraging the partnership for your 
benefit. 

Senator Errenper. That ought to be mutual. It ought to work 
both ways. If any of these partners veers away from their contract 
or their agreement, why should we continue to help them ? 

Mr. McGuire. Senator, I think that all types of pressure 

I demonstrated to you or I told you earlier cadae the program, 
the approach to this thing I put in to get these people to share most of 
this, which is working out. I think you have to help them. We are 
the leaders in this thing and we have to hold it together. That is a 
plain fact of life. There is no question in my mind, as a business- 
man coming in here, that substantial efforts are being made to get 
these people to take on what should be their share in anyone’s opinion. 





APPROACH TO PROBLEM 


Senator ELLenper. They are going to continue in my humble judg- 
ment as long as our people out there just say, “Don’t worry, here it is, 
we will let you have it.” That is what is happening in many places. 

Mr. McGutre. I do not think that is my approach to the problem. 
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Senator ELLENDER. Probably not yours. You are new in this field, 
you have just come into the picture. But I do know from experience. 

Mr. McGuire. I think there has been a lot of that. 

Senator ELLtenper. Of course there has. There is no doubt about 
it. That is what I am complaining about, that as long as you give it 
to them, they will grab it and take it and irrespective of our ability to 
keep on there will alw ays be takers. 

I gave you this paper. Will you discuss it for me? 

Mr. McGuire. Do you want me to give you an answer on it? 

Senator ELLENDER. Yes. 


LETTER FROM INTERNATIONAL COOPERATION ADMINISTRATION 


Chairman Haypen. I would like to insert in the record at this point, 
a letter addressed to the chairman of the Committee on Appropria- 
tions from Dr. D. A. FitzGerald, Acting Chairman of the Interna- 
tional Cooperation Administration. 

(The letter referred to follows :) 


INTERNATIONAL COOPERATION ADMINISTRATION, 
OFFICE OF THE DIRECTOR, 
Washington, D. C. 
Hon. CARL HAYDEN, 
Chairman, Committee on Appropriations, 
United States Senate, Washington, D. C. 


DEAR MR. CHAIRMAN: In his letter to you dated July 10, 1956, Mr. Hollister 
outlined the position of the executive branch with respect to the mutual security 
appropriation bill, 1957, as reported by the House Committee on Appropriations. 
As you know, that bill was passed yesterday by the House, with two amendments 
adopted during floor debate. 

One of those amendments provides that $15 million of the $35 million appro- 
priation for defense support in Latin America proposed in that bill shall be 
available only for assistance to Guatemala. The executive branch opposes this 
amendment for the following reasons: 

(1) If only $35 million is appropriated for defense support in Latin America, 
as proposed in the House bill, this amendment earmarking $15 million for 
Guatemala, coupled with the requirement in the authorization bill that $15 
million of this appropriation be used as a basic economic development fund 
which is subject to a 75 percent loan requirement, would have a disastrous effect 
on the program for Bolivia. As you know, the level of the fiscal year 1956 pro- 
gram for Bolivia is $23 million, and $20 million is planned for fiscal year 1957. 

(2) The executive branch would oppose this amendment even if, as is re- 
quested by the executive branch (see annex No. 5 to Mr. Hollister’s letter of 
July 10), the full $52 million authorized for defense support in Latin America is 
appropriated. 

(a) The executive branch opposes this type of earmarking of specific amounts 
for individual countries. Such earmarkings create difficulties with other ¢oun- 
tries and raise questions as to why other countries should not also be singled 
out for this preferential treatment. They tend to weaken the United States 
negotiating position with the recipient country on such matters as disposal of 
surplus agricultural commodities. And they seriously impair our ability to use 
funds with maximum effectiveness to deal with changing requirements in the 
constantly shifting world situation. 

(b) The executive branch believes that, on the basis of sound program re- 
quirements which are presently foreseeable for fiscal year 1957, $10 million is 
the amount which should now be firmly planned for Guatemala, and that to set 
a mandatory requirement that $15 million must be used in that country or not 
be used at all would not be in the best interest of the United States. The legis- 
lation, without this amendment, will of course permit more to be used for Gua- 
temala if the requirements there should increase. I want to assure the commit- 
tee that the executive branch considers the program in Guatemala to be of 
vital importance and tends to furnish assistance there to the full extent 
consistent with overall United States interests. 
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The second amendment adopted by the House during floor debate prohibits 
the transfer of mutual security funds to the Department of State for pur- 
poses of the international educational exchange program. Section 13 of the 
Mutual Security Act of 1956, just passed by the Congress, authorizes the-Presi- 
dent, at his discretion, to transfer not to exceed $11 million to the Department 
of State for this purpose. The executive branch did not request that provision 
of the authorizing bill; neither did it object to its insertion in the bill by the 
Senate Committee on Foreign Relations. The executive branch takes no stand 
on the amendment in the House version of the appropriation bill. 

Yours very sincerely, 
D. A. FitzGeraxp, Acting Director. 


Chairman Haypren. The hearings on the mutual security program 
are closed. 

Mr. Wicox. Before you — a period to that sentence, I would 
like to say that I would not like the record to show that I had nothing 
further to say about the United Nations technical assistance program. 
I have a prepared statement which indicates the reasons why we feel 
the cuts ought not to be made. 

I would like to put that in the record, together with a brief state- 
ment on the Children’s Fund, and a brief statement on the United 
Nations refugee program. 


PREPARED STATEMENT 


Chairman Haypen. That may be done. We will also include in the 
record the prepared statement of Dr. FitzGerald. 
(The documents referred to follow :) 


UNITED STATES ESCAPEE PROGRAM 


Statement of Scott McLeod, Administrator, Bureau of Security and Consular 
Affairs, Department of State 


Effective April 1, 1955, the United States escapee program was transferred 
under the authority of Executive Order 10663, from the International Coopera- 
tion Administration to the Department of State, where it is now administered 
under the Office of Refugee and Migration Affairs, Bureau of Security and 
Consular Affairs. 

Mr. Chairman, in addition to the statement on the United States escapee pro- 
gram which is included in the general mutual security program presentation 
already in the hands of the committee, I should like to submit the following 
information to you in support of the request for a $7 million appropriation. 

The United States escapee prograin, strictly a United States unilateral pro- 
gram, has been carried on since March of 1952 to provide reception, interim care 
and maintenance, and resettlement assistance to recent escapees from Soviet and 
satellite countries in Europe, and to selected escapee groups or individuals in 
other areas of the world. Its purpose is to serve specific United States interests 
in recent escapees from behind the Iron and Bamboo Curtains by demonstrating 
the concern of the West for those who flee Communist oppression and seek 
asylum in the free countries of the world. This assistance supplements the con- 
siderable programs of local governments of asylum and of private voluntary 
relief agencies engaged in refugee work. 

The program operates primarily through contracts with the nonprofit voluntary 
agencies. Under these contracts, actual expenses incurred by the agencies for 
individually approved projects which implement the policy objectives of the pro- 
gram are reimbursed after the services are rendered. No grants-in-aid are made, 
The operations are closely supervised by the USEP staff through the develop- 
ment of programs and projects, the negotiations of contracts, the control of 
registrations, the review of vouchers, field inspection of activities in progress, and 
end-use audits. : 

By January 1, 1956, 80,600 persons had been provisionally registered with the 
program for assistance in Europe and the Middle East. Of these, 23,600 had 
been resettled through emigration, primarily to the United States, Canada, 
Australia, and Latin America; 38,300 had been permanently established in 
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their countries of asylum; and 30,800 remained on the caseload. The balance 
of 22,900 persons had been dropped from the caseload as ineligible, as persons 
no longer in need of assistance, or for other reasons. It is estimated that on 
January 1, 1957, there will be 20,240 escapees still on the caseload and that during 
1957 about 11,000 persons will be resettled, locally integrated, or otherwise 
dropped from the caseload. With this reduction, and taking into account new 
escapees and others added to the caseload, it is expected that 12,840 persons 
will still be in need of assistance by the end of 1957. 

During the past year, the Soviets have, in a manner presenting a challenge 
to United States interests, exploited to the maximum the extent the withdrawal 
of occupation troops and the growing atmosphere of neutralism in countries 
giving asylum to refugees. In connection with positive United States activities 
designed to counteract the Soviet campaign, a very substantial number of 
escapees, primarily Russian, was added to the caseload. At the same time, 
resettlement opportunities, including those to the United States, have not de- 
veloped as rapidly as had been anticipated. Consequently, the caseload level 
remains higher than had been previously estimated. 

The constantly increasing efforts of the Soviet bloc to discredit and repatriate 
the escapees and other emigrees have been extremely disturbing to the refugees 
and have tended to increase their sense of insecurity. The Soviets have capi- 
talized on the atmosphere following the Geneva conferences through all possible 
means. For example, recognizing that the summit talks had created appre- 
hension among refugees that the free world would change its asylum and 
assistance policies, the Soviets followed up with a demond for the return of an 
alleged 100,000 Soviet nationals in Western Germany during the Adenauer- 
Bulganin talks, and shortly thereafter sought to pass a repatriation resolution 
in the United Nations. 

Experience has shown that all countries, including the United States, have 
properly applied extremely thorough and time-consuming procedures to the 
screening of Iron Curtain escapees prior to their admittance as immigrants. 
For example, the Refugee Relief Act has a specific provision that no person 
shall be issued a visa or be admitted into the United States unless there is avail- 
able a 2-year history of such a person. These procedures reduce the number of 
assurances which can be procured for Iron Curtain escapees since sponsors are 
unwilling to assist refugees for whom visas will be long delayed, and thus cut 
down on the number of escapees who are resettled. Nevertheless, we are 
contident that the painstaking security work is in the end facilitating resettlement 
and that the estimated goal of 20,240 can be reached by the end of this year. 
During March and April, there were net reductions of 947 and 862, respectively, 
leaving a caseload on April 30, 1956, of 28,129. Furthermore, great progress 
has been made in providing for the reestablishment of the escapees who have been 
on the caseload the longest. 

During 1957, the program will continue generally as heretofore, but new em- 
phasis will be required (a) to develop substitute resettlement channels at the 
scheduled end of the Refugee Relief Act in December 1956; (0) to find perma- 
nent solutions through institutional placement or local integration for those 
USEP eligibles for whom emigration is extremely difficult by reason of age, 
illness or family composition ; and (c) to provide new and more effective methods 
of building escapee resistance to the Soviet campaign of propaganda and intimi- 
dation. 

The activities of the escapee program in the Far East serve the same national 
objectives as does the program in Europe. The concept of Free China as a sym- 
bol of haven and refuge for Chinese on the mainland is developed and main- 
tained as an alternative to communism in Asia. Recognizing this and realizing 
that the refugees from communism stand as a symbol of anti-Communist resist- 
ance for the Chinese people, the Chinese Communists are attempting to under- 
mine the morale of the refugees in Free China, in a manner indicating coordi- 
nation with the similar Soviet campaign in Europe. For example, Chou En-lai, 
in a major speech in January 1956, placed new emphasis on the return to the 
mainland of Chinese who had fled to Taiwan. 

In Hong Kong and Macau, USEP operates against a backdrop of over 1 million 
refugees whose condition is probably as pitiful and critical as any refugee group 
in the world. The USEP program to date is necessarily highly selective in re- 
lation to the enormous refugee population and serves primarily as a token effort 
of cooperation with the governments upon whom basic responsibility rests. 

From April 1953 to January 1956, nearly 13,125 persons had been resettled 
out of Hong Kong and Macau, primarily to Taiwan, but also to other places in 
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southeast Asia and to the United States. In the same period, a large volume 
of services had been rendered to assist individuals in local integration, including 
the provision of housing, medical care, vocational training and counseling. As- 
sistance was also given in marketing the products of cottage handcraft industries. 

Although modest, the Far East program has shown real accomplishment. Re- 
ferring to the fine work being done by a USEP contractor, Aid Refugee Chinese 
Intellectuals, Ine., a special study mission of the House Committee on Foreign 
Affairs had this to say: 

“The United States Government is now giving financial assistance to this pro- 
gram as well as to that of other voluntary agencies from funds made available 
by Congress under the mutual-security program. The whole effort is an out- 
standing example of cooperation by the Government with private agencies to 
carry out a program that is both humanitarian and in the national interest as an 
effective step in the worldwide struggle to preserve and strengthen the forces 
of freedom” (H. Rept. 2147, 84th Cong., 2d sess.). 

In 1957, it is proposed to extend the program along present lines in the Far 
East, taking advantage of successful experience to date, but to increase our 
efforts to include a larger portion of the refugees in this important area of 
United States interest, in order that the United States token effort be sufficient 
to its purpose. Therefore, special efforts will be made in connection with the 
several thousands of anti-Communist Chinese intellectuals still in Hong Kong 
who need help to resettle or otherwise reestablish themselves; USEP housing 
assistance for refugees will be extended; and extensive but selective medical 
services will be provided. Although it would not be advisable for the United 
States to attempt to bear the huge costs of adequate assistance to all of these 
refugees, it is believed in the interests of the United States to expand substan- 
tially our efforts in this important battle for the minds of men. 

The $7 million requested will be utilized as follows: 


I. Europe and Middle East: 
(a) Care and maintenance (average caseload of 16,540 


peranees,. OC SIAR: GR8N) i cencdunccnminnadwncums _... $1, 875, 000 

(b) Preparation and processing for resettlement (average 
caseload of 16,540 escapees, at $89 each)__--_________ 1, 472, 000 

(c) Local resettlement in countries of asylum (3,400 escapees, 
AE I OD paises accel be aang mites 1, 000, 000 

(d) Transportation to overseas countries of resettlement 
(5,100 escapees, at $125 CGCR) as 5 6 eee ces cdcecenne 653, 000 

Total, Europe and Middle East (total of 23,940 
escapees, at $209 each) ----_-_--_ tet ahd 5, 000, 000 

II. Far East: 

(a) Preparation and processing for resettlement_--__-_____ 800, 000 
(b) Local integration in Hong Kong__-_-~-__-_____- = 800, 000 
(c) Transportation and overseas resettlement_______--_-_- 400, 000 
Total, Far East (35,000 refugees, at $57 each) ___-_~ 2, 000, 000 


It has been explained to the committee in previous years that per capita costs 
for USEP are meaningful only as a general guide. In 1957, overall costs in 
Europe and the Middle East are expected to rise from $206 in 1956 to $209 for 
each escapee on whom money is spent, and thus, despite a general decrease in 
the number of escapees on the caseload, the total required for Europe will remain 
at $5 million. The increase develops from extra costs for care and maintenance 
made necessary by more intensive assistance to offset the Soviet antiemigration 
campaign and by special assistance to certain groups of escapees. There is also 
an increase in the cost of local integration as larger numbers of cases requiring 
institutional care or special reestablishment are helped. Finally transportation 
costs have inereased slightly. On the other hand, there is some reduction in 
the cost of preparations for resettlement since a substantial amount of this type 
of assistance has already been provided for many of the escapees who have been 
on the caseload for some time. 

The committee may question why USEP funds for a given fiscal year actually 
provide services during the calendar year of the same designation. This is ex- 
plained by the nature of USEP operations which are conducted primarily 
through contracts with nonprofit voluntary welfare agencies which have very 
limited resources of their own. Such agencies cannot be expected to undertake 
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USEP contract operations overseas, including the financing of personnel, sup- 
plies, and equipment, without a firm assurance of at least a full year’s opera- 
tions. Since experience has shown that the larger part of USEP funds for the 
new fiscal year has not actually been available for obligation by the program 
until late fall, it has not proven possible to negotiate and conclude firm contracts 
(a process which requires a period of several months) until late in the calendar 
year. This means that the actual provision of services under most of the annual 
contracts does not begin until January 1. 

This contract cycle has proven very satisfactory for the USEP type of opera- 
tion. It has avoided the uncertainty as to whether there would be new fiscal 
year money available to continue contracts after June 30 with its disruptive 
effect on the morale and operations of the contractors and their personnel. Most 
important, USEP contracts’ services now extend far enough into the next fiscal 
year to prevent any interruption in essential USEP services such as the feeding, 
clothing, and housing of escapees and their onward movement into new homes. 
Any indication of uncertainty as to the continuation of the provision of these 
essentials of life and hope naturally have a severely adverse psychological effect 
on the morale of escapees which is precisely the opposite of what the program 
is trying to accomplish. Hence, it would be highly undesirable to have contracts 
expire at the end of the fiscal year. 

The status of USEP funds as of April 1, 1956, is indicated in the attached table. 
On this date, there was available to the program $7,312,000 to carry program 
services through December 31, 1956, the end of the current contract cycle. 
Against this must be charged 9 months of expenditures which are expected to 
average over $600,000 per month which will leave an unexpended balance of about 
$1,800,000 on December 31, 1956. This amount will be absorbed by expenditures 
for approximately 3 months of services rendered in 1956, but for which the bills 
will be paid in 1957. There is on the average a lag of 3 months between the 
completion of services and the actual payment of bills. 

In summary, the $7 million requested will be utilized to continue the regular 
program ; to counter the Soviet antiemigration campaign; and to expand assist- 
ance to refugees in the Far East. The need for this amount is especially critical 
at a time when continuing unrest behind the Iron Curtain, as exemplified by 
the recent Polish riots, makes essential a strong and effective demonstration of 
United States concern for those whose courage and love of freedom cause them 
to escape. 

UNITED STATES ESCAPEE PROGRAM 


Status of funds 


[In thousands] 


dated 


able tions tures 


Fiscal year Avail- Obliga- | Expendi- Unliqui- 
| 


Pisa whikcunchakbusndibekenaiaes eae $11, 900 $10, 023 $9, 200 $823 

MN dik: aesna. de<nachadbciiehanstebs init 5, 750 5. 680 4, 401 1, 279 

Riedie sacs } 6, 000 3, 848 | 790 | 3, 058 

19, 551 | 14, 391 | 5, 160 
\ | 


UNITED STATES ESCAPEE PROGRAM 
Program requirements in relation to availability 
[In thousands] 


Unliquidated balance on Apr. 1, 1956 $5, 160 
Plus unobligated balance of fiscal year 1956 funds_______________--_____ 2, 152 


Total available for 1966 programs... ~~~. 4 ne 7,312 
Less estimated expenditures to Dec. 31, 1956 5, 512 
Balance unexpended on Dec. 31, 1956 1, 800 
Less bills due for services rendered in 1956 but not paid on Jan. 1,1957__ 1, 800 
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UNITED NATIONS TECHNICAL ASSISTANCE PROGRAM 
Statement by Francis O. Wilcox, Assistant Secretary of State 


I appreciate very much the opportunity of appearing before this committee 
on behalf of the United Nations technical-assistance (UNTA) program. 

The administration is asking for an appropriation of $15.5 million recently 
anthorized by the Congress for our contribution in calendar year 1957. This is 
the same amount that was appropriated last year for contribution to the 1956 
program. 

Now the House Appropriations Committee has proposed to cut the request by 
$5.5 million, or 3514 percent. The amount reported out—$10 million—would 
represent a smaller amount than we have contributed in any year since the 
program was inaugurated. Such a cut would have serious consequences; I urge 
the full restoration of the full amount requested. 

What are some of these consequences? Obviously a $5.5 million cut would 
necessitate a drastic curtailment of desirable projects in all fields of activity— 
health, agriculture, education, ete. This in itself is serious. Even more im- 
portant, however, from our point of view, would be the injurious effect of our 
national prestige among other countries. This would be especially true among 
the underdeveloped countries, where we are trying to win good will and co- 
operation through the U. N. and important U. N. programs, which those 
countries believe in so strongly. 

I would like to reemphasize the importance which the executive branch at- 
taches to this internationally operated technical-assistance program and our 
contributions to it. The United States took the leadership in establishing this 
program, and we have been helping friendly nations through it since its incep- 
tion. We regard this program, not as separate and apart from our bilateral aid, 
but as an essential complement to it. 

There is growing preference among a large number of the newly developing 
countries to receive assistance through the United Nations and other interna- 
tional agencies. This trend is easily understandable. The assisted countries 
have a deep sense of their own participation in the UNTA program since they 
themselves make contributions to it. Consequently they do not feel that they are 
merely on the receiving end of charity from the more fortunate countries. This 
is a healthy sign. The result is a genuine cooperative effort which promotes 
good feeling and contributes greatly to the general cause of world peace. 

I am constantly impressed by the substantial contributions made by other 
governments to this program. When their local cost contributions are taken into 
account, the United States percentage to the overall effort is approximately 17 
percent. 

Let us look briefly at the points made by the House Appropriations Committee 
in recommending the cut in the UNTA appropriations request. Point No. 1 in 
the committee’s report was: “* * * the various United Nations agencies receiv- 
ing funds from this source also receive United States support through State 
Department appropriations. It is extremely difficult to distinguish between their 
regular activities and those for which these additional funds are provided.” 

IT should like to noint out that the exnanded program funds are a supplement 
to regular budget funds both in the U. N. and the specialized agencies ; but they 
are separate and distinct from the regular budgets. The regular assessed 
budgets are used primarily to finance general activities such as meetings and 
conferences, information, statistical studies, and other research which benefit 
all members alike. The exnanded technical assistance program is limited to 
economic development of underdeveloned countries. The expanded nrogram was 
established in 1949 because regular budgets were totally inadequate to finance 
the tremendous needs for technical assistance which were readily recognized by 
all free countries. These needs remain very great. 


Point No. 2 


“* * * 9 certain amount of duplication between this program and the bi- 
lateral technical-assistance nrogram of the United States continues to exist.” 

30th United States and U. N. officials have given serious and conscientious 
attention to this problem of coordination since the beginning of the program. 
As a result of this sustained effort, effective coordination has been achieved at 
both headquarters and in the field. Of course, the possibility of overlap is a con- 
tinuing problem which must be constantly guarded against. In the field, where 
coordination at both the planning and operational stages is so essential, formal 
and informal consultations are regularly held among representatives of the 
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United States bilateral program, the UNTA program, and the host government. 
The fact is that duplication has been all but eliminated. 


Point No. 3 


‘“* * * the opportunity for unfriendly nations to use this program for their 
own propaganda purposes is inherent in this type of operation.” 

We do not feel that the Soviets have derived much propaganda advantage 
from this program. Actually I think one could argue that they have received 
adverse publicity for the following reasons: 

1. The Soviets came in late, not until 1953, when they saw how effective the 
program had become. 

2. Their annual contribution is not large and has not increased in the 3 years 
they have been in the program. 

3. Their contribution was not acceptable at first, since conditions were at- 
tached which violated the ground rules of the program. The Soviets wanted to 
restrict the use of the money to projects carried out by the U. N. itself, and not 
have any of it go to the specialized agencies. 

4. Constant difficulty has attended use of the Russian roubles. Both the 
underdeveloped countries and the U. N. agencies have been reluctant to use them. 

I would like to stress that the Soviets have not been able to influence the pro- 
gram, either in the Technical Assistance Committee, where they have only 2 out 
of 18 votes, or in the specialized agencies. Within the U. N. program, the Soviets 
are subject to rules, and their experts are subject to supervision. I want to make 
it clear, if the United States were to drastically reduce its support for the pro- 
gram at this time, the Soviets would be presented with an opportunity to move in 
and to increase their influence greatly. This would really help them and hurt us. 


Point No. 4 


“* * * 9 greater portion of United States funds should be used for those 
programs over which more direct control can be exerted.” 

At the outset I should like to point out that what we contribute now to U. N. 
technical assistance is only a very small fraction of the total United States eco- 
nomic assistance program. The United States does, of course, have greater 
direct control over its bilateral operations. However, even in the multilateral 
program, we have great influence and do receive considerable political credit 
through our participation. The fact is we need both types of programs. Each 
one has its proper place in our foreign policy. I do not subscribe to the belief 
held by some that the United States does not benefit as much through its con- 
tributions to multilateral activities as through its direct bilateral aid. On the 
contrary, our vigorous support of these popular multilateral programs has been 
well received by all free countries and has gained for us a measure of good will 
which I firmly believe could not be developed to as great an extent in any other 

yay. 

There is one further problem that I should like to refer to. In certain quarters 
there seems to exist continued opposition toward this program. This I find 
difficult to understand. In my judgment, the UNTA program produces a greater 
foreign policy return to the American taxpayer per dollar spent than any other 
form of foreign aid. In summary: 

1. It is very popular with countries generally. 

2. It is on the whole effective in its operations, doing a good job and steadily 
improving its procedures. 

3. It is the U. N. at work on the very kind of down-to-earth activity that 
our people want the U. N. to do. 

4, It brings to the United States a relatively large political credit for a 
relatively small expenditure of money. 

What then are the reasons for this opposition? 


Is it fear of Russian control of the program? 


I have already discussed this problem. The Russians do not control or even 
significantly influence the program. Furthermore, there appears little oppor- 
tunity for them to do so unless we default in exercising our judgment and lead- 
ership. Having to cope with the U. S. S. R. is a part of belonging to international 
organizations. This is a fact we must recognize. 


Is it due to a belief that administrative overhead is unduly large? 


Some very large figures have been discussed in this connection. In one criti- 
cism, it was even stated that administrative overhead ran as high as 31 percent. 
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The fact is that program “overhead,” including the administrative expenses of 
the specialized agencies, is only slightly over 10 percent. 


Is it due to a fear that the independent status of the specialized agencies is 
threatened by the so-called centralizing influences of the U. N.? 

Some degree of contention has developed over this point. Last month I spoke 
at length on this subject in the Subcommittee on International Organizations and 
Movements of the House Foreign Affairs Committee. With your permission, 
Mr. Chairman, may I introduce this statement for the record at this point? 

Briefly recapitulated, our position is as follows: 

1. The expanded program was set up with a central fund precisely because 
a program of this nature requires a coordinated approach to achieve a balance 
among all its parts. Separate agency activity, based on separate government 
contributions to individual agencies, would not result in sound economic de- 
velopment. It would not necessarily fit in with the countries’ own develop- 
ment plans; and it could not easily be coordinated with our own bilateral 
aid activities. 

2. The expanded program was set up as a voluntary fund because countries 
could not have undertaken such a relatively large program through assessed 
contributions. 

3. The specialized agencies have full technical responsibility for their own 
projects; they have a great deal of administrative freedom. The expanded pro- 
gram is far from centralized in the sense in which administrative structures 
normally head up into a single executive. 

With respect to this subject, the United States representatives at the Tech- 
nical Assistance Committee meeting in Geneva last week asked the representa- 
tives of the specialized agencies whether or not they felt that any fundamental 
change was required in the organization of the United Nations technical assist- 
ance program. The specialized agencies unanimously replied in the negative. 
I regard the answer of the FAO as especially significant. I would like to quote 
one paragraph from this statement and submit the whole statement for the 
record. 

“We in FAO are satisfied, however, that the present procedure for the opera- 
tion of the program can adequately safeguard the various principles which I 
have mentioned and we feel that it would be most undesirable to undertake 
at this stage a fundamental change in the present setup.” 

We fully subscribe to this statement. The FAO representative does not close 
the door to changes indefinitely ; neither, of course, do we. He sees the possi- 
bility of procedural improvements at all times; and so dowe. But he says plainly 
that his organization is opposed to fundamental changes at this stage in the 
present organization of the program. This, too, we endorse 100 percent. 

In conclusion, I respectfully urge, as being in the national interests of the 
United States, the appropriation of the full $15.5 million authorized for our 
contribution to the U. N. technical assistance program for calendar year 1957. 





UNITED NATIONS REFUGEE FuND, FiscAt YEAR 1957 


This statement is in support of the request for an appropriation to continue 
United States participation in the United Nations Refugee Fund, which is 
administered by the High Commissioner for Refugees. It will be of interest to 
the committee to know that the High Commissioner’s Office last fall received 
the 1954 Nobel peace prize in recognition of its devoted and effective service 
on behalf of refugees. 

The United Nations High Commissioner’s program represents one arm of 
a well-coordinated three-pronged attack on the refugee problem in Europe. 
The other two are the Intergovernmental Committee for Europeon Migration, 
which is primarily concerned with moving migrants, and the United States es- 
capee program, which advances certain political, security, and humanitarian 
objectives of the United States. Each program concentrates on a special area 
of the refugee and migrant problem and together they bring to bear the varied 
resources and talents required to meet the complex problem of the unabsorbed 
populations of Europe. 

We are requesting a new appropriation of $2.3 million as a United States 
contribution to UNREF for the 18-month period beginning January 1, 1956. It 
is proposed that $1.5 million be used as a contribution for the 1956 calendar year 


MUTUAL SECURITY APPROPRIATIONS, 1957 411 


program and $800,000 as a contribution toward the first half of the 1957 calendar 
year program. 

The U. N. Refugee Fund, like other U. N. voluntary programs, operates on a 
calendar year basis. This request for an 18-month period rather than for a 
year will enable the United States to make a definite pledge at the UNREF 
pledging conference in November 1956 to cover the first 6 months of the calendar 
year 1957 program. It will greatly facilitate advance program planning by the 
High Commissioner and will have the effect of encouraging contributions from 
other governments. 

The 1956 UNREF target total is $4.4 million. Added to this are certain 1955 
projects amounting to $1.2 million which were unimplemented in 1955 due to 
insufficient funds. The total effective target for 1956 therefore is approximately 
$5.6 million. 

Last year other governments contributed slightly over $2 million to the High 
Commissioner’s program. On the basis of a one-third ratio to total government 
contributions, the United States contributed $1,006,000 toward the 1955 calendar 
year program. In addition, as the committee knows, a one-time contribution of 
$194,000 is being made toward a special effort to alleviate the particularly 
different refugee situation in Austria. Inasmuch as the High Commissioner’s 
program did not get underway until the last half of 1955 we consider that this 
was a reasonable showing. You will recall that this permanent solutions pro- 
grain was planned as a 4-year undertaking with a target program of $16 million. 
We felt that the United States contribution toward that total should approxi- 
mate one-third. 

During the first few months of the program we have, of course, gained expe- 
rience which we hope will be put to good use during the remaining years. One 
of the biggest problems facing the High Commissioner’s program is the dispo- 
sition of the so-called difficult case refugees. The term refers to old people, 
people with chronic illnesses, and others whose only possible solution is insti- 
tutionalization of some kind. From an economic point of view these people 
are unproductive and a drain on the economy of any country in which they 
live. For this reason, we have been heartened by the generosity of several small 
countries, including the Netherlands, Sweden, Denmark, Norway, Switzerland, 
and Ireland, which have been taking difficult cases in increasing numbers and 
which plan to continue doing so in the future. 

In addition to providing institutional care for the difficult cases, most of these 
small countries are also making financial contributions to the central account 
of UNREF. We feel that the money these governments are expending directly 
on behalf of difficult cases to provide institutional care is a vitally important 
contribution to the High Cémmissioner’s program. We believe that the United 
States contribution should be used in part to encourage such activity. One such 
means encouragement would be to consider the costs undertaken by these gov- 
ernments on behalf of the difficult-case refugees as a valid financial contribu- 
tion to the total program. We therefore propose that such contributions be 
taken into account in determining the amount of money the United States 
contributes within the limitations imposed by the annual appropriation and the 
one-third ratio of the United States to total Government contributions. 

A few words about the background of UNREF and a brief report of its activ- 
ities during 1955 may be of interest to the committee. 

The program came into being as a result of a General Assembly resolution 
of October 1954. This resolution approved a 4-year effort by the United Nations 
High Commissioner to find permanent solutions to the problems imposed by 
some 300,000 unassimilated refugees, mostly in Austria, Germany, Italy, and 
Greece. Some 60,000 of these still live in camps, many of them under wretched 
conditions. A solution to their problem is a high priority of the High Com- 
missioner’s program, 

A United Nations refugee fund was established to consist of voluntary 
contributions from governments and from private sources. At 20-member execu- 
tive committee, on which the United States sits, was established to provide policy 
direction to the High Commisisoner and to review and approve proposed pro- 
grams. The 20 members of the executive committee are all governments which 
abhor the tyranny of communism. Neither the U. S. S. R. nor any other Com- 
munist country is on the committee. They cannot be members because the estab- 
lished criteria for membership is a “demonstrated interest in and devotion to 
the solution of the refugee problem.” 

This is called a permanent solutions program because its major objective is 
to integrate refugees into the countries in which they now reside—to make them 
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useful and productive members of society and to rekindle hope in their futures. 
It is a self-help program, and international funds are combined with local funds 
to provide the small assistance necessary to give a start to the refugee on the road 
to becoming a self-supporting and self-respecting human being. 

The program also provides for permanent institutional care for difficult cases. 
Finally, it provides limited emergency assistance for certain refugees, mostly 
in the Middle East and China, who without such aid, face the prospect of 
starvation, or death by disease. 

Most of the actual operation of the High Commissioner's program is carried 
out by voluntary agencies such as the National Catholic Welfare Conference, 
the World Council of Churches, the Lutheran World Service, the American Joint 
Distribution Committee, and the American Friends Service Committee. Projects 
are drawn up in collaboration between these agencies, the countries of asylum, 
and the High Commissioner's office. They are then submitted to the executive 
committee for approval. Such projects include a wide variety of permanent 
solutions for refugees. Some, for example, provide vocational training courses 
to refresh old skills or develop new ones. Others provide loans for families with 
agricultural skills to help settle them on farms. Through the use of revolving 
funds, grants and loans are made available to qualified tradesmen and craftsmen 
to enable them to rent workshops, to buy materials, and establish themselves 
locally. Employment counseling is provided to assist the refugee to find employ- 
ment opportunities, and housing projects are undertaken in areas where einploy- 
ment opportunities exist but where housing is unavailable. 

During the 6 months ending December 31, 1955, when the UNREF program 
was in actual operation, a total amount of $3,134,916 was allocated to benefit an 
estimated 23,409 refugees. Of this number, 16,100 were to be assisted by the 
various permanent solutions projects, 6,400 were to receive emergency assistance, 
and funds were provided for placement of 909 “difficult cases” in institutions. 

In addition to the $2 million contributed by 20 other governments to the 1955 
UNREF program, the people of Holland in a national campaign raised $750,000 
as a private contribution to the fund. These sums do not include approximately 
$3,965,000 in local expenses borne by the countries of first asylum, nor do they 
include contributions of other countries in providing for the permanent main- 
tenance and care of difficult cases admitted to their territories. 

Continued United States support for this international effort on behalf of these 
unassimilated refugees is important for political and humanitarian reasons. 
It is an effective way of helping to blunt the current Soviet redefection campaign 
which seeks to discourage future defections from behind the Iron Curtain and 
to persuade those who have defected to return home. This campaign is par- 
ticularly aimed at the hard-core residual group to which the High Commissioner’s 
program directs its major efforts. 

Our support of this program is perhaps even more important for humanitarian 
reasons. The American people have never been indifferent to human suffering. 
Our strength lies in the practice of our moral principles. We cannot ignore the 
continued plight of these human beings, victims of political and religious perse- 
cution, who have turned to the free world for asylum. After nearly 10 years 
of marginal existence, many are beginning to despair. The successful termi- 
nation of this situation is an obligation of western civilization to which we must 
continue to contribute our full share. 





OFFICIAL STATEMENT BY A. H. BoeRMA, REPRESENTATIVE OF THE Foon AND AagriI- 
CULTURE ORGANIZATION OF THE UNITED Nations (FAQ), at THE MFETING OF 
THE U. N. TECHNICAL ASSISTANCE COMMITTERF, GENEVA, JULY 5, 1956 


Mr. Chairman, on behalf of FAO I will try to answer as precisely as possible 
the questions put to us yesterday by the delegate of the United States, although 
I cannot help feeling that his statement was of such a fundamental nature that 
it will hardly be possible to deal with it adequately at such short notice. 

Let me start with the major question raised by Mr. Kotschnig. Do the par- 
ticipating organizations feel that any fundamental change in the present overall 
procedure for the operation of the technical assistance program is required? 
As far as FAO is concerned the answer is “No.” We have been and still are 
fully prepared to cooperate with our sister agencies in this important venture 
to the best of our ability and in so doing we will abide loyally and wholeheartedly 
by the procedures which have been laid down for this purpose by our governing 
bodies. We do feel strongly that the specialized agencies on the basis of their 
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special knowledge and experience in their particular fields can make a major 
contribution to the success of this program and we have always urged the 
participating countries to cooperate with those agencies to the fullest extent. 
We also firmly believe that adequate coordination of the program on behalf of 
the Government through T. A. C. and on behalf of the agencies through T. A. B. 
is an absolute necessity. We feel however that there is always a danger that 
overenthusiastic coordination will develop into undesirable centralization and 
this is a factor which all those concerned with the program should constantly 
watch. 

We in FAO are satisfied, however, that the present procedure for the operation 
of the program can adequately safeguard the various principles over which I 
have mentioned and we feel that it would be most undesirable to to undertake 
at this stage a fundamental change in the present setup. 

On the whole, therefore, we are satisfied with the present system of operation. 
The changes introduced last year in the procedure for country planning are still 
too recent to enable us to judge their success in a considered and fair way. We 
would urge, however, that being now introduced they should be given a fair 
trial and for this reason we feel that no reconsideration of the present pro- 
graming system would be desirable before the end of 1957 at the earliest. 

While therefore we are not advocating any fundamental changes in the present 
procedures we do not want to give the impression that in our view no steps could 
be taken in the more immediate future to bring about still greater efficiency in 
the execution of our program. Nor are we of the opinion that it would not be 
desirable to take further steps toward a better clarification of the functions 
and responsibilities of the various agencies and their representatives participat- 
ing in the program. For example, in the report on the “Forward Look” it is 
stated that “it is desirable that the division of responsibility between the resident 
representatives of the Board and the local representatives of the participating 
organizations should be more clearly defined, and that closer cooperation between 
them should be actively fostered, especially during the period when programs 
are being planned.” We agree wholeheartedly with this statement and we are 
glad to note that the next meeting of the TAB will give full attention to this im- 
portant problem. The United States delegate mentioned this particular ques- 
tion and several other problems as possible reasons for participating agencies to 
advocate an entirely different TA setup. All these points are admittedly of great 
importance and they should certainly be held under continual review by all of 
us and in particular by the TAB. However, they are the kind of problems which 
are inherent to the administration of a large and complicated program such as 
the technical assistance program and in our view they can be dealt with through 
the existing administrative machinery. I would stress therefore that in the 
opinion of FAO the existence of these problems does not warrant any drastic 
change in general procedure—at least not for the time being. 


UNIrED NATIONS CHILDREN’S FuNpD 


This statement is submitted in support of the request for the appropriation of 
$10 million for a contribution to the calendar year 1957 program of the United 
Nations Children’s Fund. 

This year marks the 10th anniversary of the United Nations Children’s Fund 
which is known throughout the world by the familiar symbols UNICEF. Not 
only has UNICEF made a valuable contribution toward the improvement of 
health and welfare services of children during this 10-vear period, but it has 
been one of the most effective means of bringing about international cooperation 
and understanding among freedom-loving peoples everywhere. The tangible 
benefits which this humanitarian program has brought to millions of needy chil- 
dren and families have demonstrated that many of the more fortunate peoples 
of the world, often in far distant countries, are interested in helping the less 
fortunate improve their conditions. 

Originally established as an emergency operation to help meet the terrible 
conditions of hunger and want among children in Europe following World 
War ITI. UNICEF has devoted practically its entire resources in recent years to 
assisting the less advanced countries in Asia, Africa, and Latin America in the 
development of permanent child health and welfare services and in the control 
and eradication of debilitating diseases. 

UNICEF is strictly a voluntary program. No government is obligated to con- 
tribute to it. Yet, despite the fact that UNICEF dropped its emergency charac- 
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ter several years ago, support for the program has grown steadily both in the 
number of nations contributing and in the amounts pledged. In 1951, for exam- 
ple, 35 countries contributed $10,400,000. For 1955, 71 countries pledged ap- 
proximately $151% million. This is eloquent testimony to the soundness of its 
conception and the success of its operation. 

The United States can be proud of the leading role that it played in the es- 
tablishment of UNICEF and of the generous assistance it has given to the Fund 
since its inception. From 1946 through 1955 this Government contributed a total 
of $114,531,000. In addition, in accordance with last vear’s authorization and 
appropriation for an 18-month period, the United States has pledged another 
$9,700,000 for 1956. Other governments, which have increased their contribu- 
tions to the program by 122 percent between 1952 and 1955, are to be com- 
mendeed, too. As a result, the United States has been able to reduce the per- 
centage of its contribution from a maximum of 72 percent in 1952 and prior 
years to 57.5 percent in 1956 while at the same time total funds available to 
the program have increased. This is a healthy situation, for it indicates that 
the program is truly a multilateral one enjoying wide support. An additional 
reduction in the United States percentage to 55 percent is proposed for 1957. 
Again it is anticipated that this reduction will not result in any curtailment 
of the UNICEF program. 

Of even more importance than their contributions to the central account are 
the significant amounts which the governments receiving aid are committing 
to projects in local currencies and in such other form as local personnel, services, 
transportation, and locally available supplies, equipment, and facilities. Of 
the total funds that go into UNICEF-aided programs, about one-third are pro- 
vided from the central account. Local contributions comprise the remaining 
two-thirds. In 1955, for example, the recipient governments committed $25.7 
million in local contributions. Since governments other than the United States 
also contributed more than $6 million to the central account, the resultant pro- 
portion of the United States contributions to total government contributions to 
UNICEF from all sources is 22 percent. 

UNICEF works in close conjunction with the World Health Organization 
(WHO) and the Food and Agriculture Organization (FAO), which are con- 
cerned generally with matters of health and nutrition respectively. There is a 
clear division of responsibilities among these organizations. UNICEF pro- 
vides the supplies and equipment which are not locally available; while the 
WHO or FAO, as appropriate, furnishes the technical assistance and know-how 
requested by the governments in the planning and execution of the programs. 
This clear-cut difference in emphasis simplifies the question of coordination, 
and assures that “the resources of the United Nations in health, nutrition, and 
welfare are alined in a unified approach in helping governments meet children’s 
needs.” 

UNICEF has had remarkable success in stimulating new and expanded work 
on the part of governments and peoples receiving aid. Not only have local 
matching contributions been generous, but more basic accomplishments have 
been attained. As the result of joint UNICFF-World Health Organization activi- 
ties, there has been a growing awareness of the importance of adequate health 
facilities and health personnel at all levels of government. Public health bud- 
gets have been expanded, more competent personnel are entering careers in 
public health work and in a number of countries maternal and child health di- 
visions have been established within public health departments. Even more 
significant perhaps than the record of government action within the assisted 
countries are the added desires and the efforts made by people at the community 
level to help themselves. The UNICEF cooperative approach has instilled in 
people a sense of pride and an initiative which has motivated them to voluntary 
action locally well beyond that which could be achieved by government action 
alone. 

All of us recognize that UNICEF could not do everything even if it set out to 
do so. The resources available for international assistance are far too inade- 
quate to meet the worldwide needs in the field of child health and welfare 
UNICEF's role is not to assume responsibility itself for instituting and con- 
ducting child health and welfare programs, but to encourage and assist indi- 
vidna! governments in developing and expanding their own programs, 

The principal areas of activity receiving UNICEF assistance are: 

1. Basic maternal and child health and welfare services, including the estab- 
lishment of rural health centers and clinics and the training of nurses and 
midwives. 
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2. Mass health campaigns against such crippling and killing diseases as 
malaria, yaws, tuberculosis, trachoma, and leprosy. 

3. Activities to improve nutrition including long-range child-feeding programs 
and the increased production and use of milk. 

4. A limited amount of UNICEF’s resources each year is used to provide emer- 
gency assistance for the victims of catastrophes such as earthquakes, floods, 
droughts, and famines, where the welfare of the child population is seriously 
affected. Such aid is primarily in the form of food and clothing. In 1955 emer- 
gency assistance constituted only 6 percent of the total program, which is the 
smallest proportion since UNICEF was established. 

There were two developments of special significance in the UNICEF program 
during 1955 which might be of interest to your committee. The first of these 
was the intensification of malaria-control programs in order to assure eradica- 
tion of this serious disease. Public health experts have become increasingly 
alarmed that malaria soon will not be susceptible to control because of resistance 
to DDT of some of the malaria-bearing mosquitoes. A major eradication ef- 
fort, therefore, was judged to be necessary. Initiation of this program has fired 
the hopes of all countries where malaria is prevalent, and has inspired them to 
redouble their efforts to seek its extermination. The malaria-eradication pro- 
grams in the individual countries are conducted jointly by the World Health 
Organization and UNICEF in cooperation with the assisted government. Close 
coordination is maintained at all stages to avoid duplication of funding and 
activities. 

The second development is the increased emphasis on leprosy control pro- 
grams as the result of the successful experiments in the treatment of the disease 
through mass campaign techniques in Nigeria and the Philippines. It now 
appears possible that in time we can look forward to complete elimination of 
leprosy in the world. 

Statistics with respect to how many programs UNICEF has assisted or how 
many children and mothers have benefited therefrom continue to be impressive. 
Again in 1955 the number of countries reached and the number of beneficiaries 
were greater than in any previous year. A total of 264 programs in 92 countries 
and territories was assisted. Over 31 million children and mothers benefited 
directly from the mass health and long-range feeding programs. In addition, 
many more children and nursing and pregnant mothers received benefits from 
the over 10,000 maternal and child welfare centers, clinics, and children’s and 
maternity hospitals aided by UNICEF. 

Much has been accomplished by UNICEF in its 10-year span of existence. This 
is naturally gratifying. The job is far from complete, however, and this is not 
the time to let our interest in or support of UNICEF weaken. The needs of 
children remain largely unmet in many areas of the world. Through the con- 
tinuing inspiration and material assistance furnished by UNICEF, with the 
enthusiastic support and cooperation of the countries concerned, further inroads 
will be made on unhealthful and unsanitary conditions, and millions of children 
will grow to become more useful and productive citizens. 


STATEMENT OF Hon. D. A. FrirzGeraup, ACTING DIRECTOR OF THE INTERNATIONAL 
COOPERATION ADMINISTRATION 


Mr. Chairman and members of the committee, I am here this morning to re- 
quest your wholehearted support for the entire request of the President for ap- 
propriations for the mutual security program for fiscal year 1957. This request 
calls for appropriations in the full amount authorized by the conference version 
of the Mutual Security Act of 1956, as passed by the House and Senate and now 
pending before the President for signature. It also asks for a number of non- 
monetary provisions that are customarily included in appropriations legislation. 

In view of the fact that Mr. Hollister has already submitted a general state- 
ment describing and justifying the program in some detail, I shall limit my own 
opening remarks to an exposition of the serious consequences which would 
follow from the drastjc reductions and other changes made by the House of 
Representatives in acting upon the President’s request. These reductions and 
changes are incorporated in H. R. 12130 as it passed the House of Representatives. 

I base my remarks on the assumption that the conference version of the 
authorizing legislation will in fact be approved by the President and that it will 
not be practical, at this stage in the congressional session, to compensate for the 
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severe cuts in the originally planned program which that legislation imposes. 
The size of those cuts underlines the essentiality of appropriating the full amount 
which is authorized. 

Those actions of the House which require comment can be divided for purposes 
of discussion into two categories: Those which involve the appropriation of 
new obligational authority and those which involve other types of provisions. I 
shall deal with these two categories in that order. 


TOTAL FUND REDUCTION 


The appropriations measure passed by the House would provide $3,425,120,000 
in new obligational authority. This is roughly $1.48 billion less than the esti- 
mates submitted by the President and approximately $700 million less than the 
appropriations authorized by Congress. The mere recitation of these figures 
indicates the severity of the reduction, a fact which is emphasized by the follow- 
ing quotation from the statement made by the President on July 9: 

“It is my earnest conviction that the successive slashes that the committees 
of the Congress have made in mutual security funds are not in the best interests 
of the United States of America. They would definitely injure our efforts to 
help lead the world to peace based on cooperation and justice.” 

Reference to individual items brings out the full implications of this reduction 
even more clearly. 


THE REDUCTION IN MILITARY AID 


The largest and most serious reduction is the reduction in the appropriation 
for military assistance from an original budget estimate of $3 billion in new 
obligational authority to the $1,735 million included in the House-approved ver- 
sion of the appropriations bill. This represents a reduction of $565 million 
from the amount authorized in the Mutual Security Act of 1956, although approxi- 
mately $30 million of this reduction is offset by the reappropriation of certain 
unobligated fiscal year 1956 funds. Representatives from the Department of 
Defense will describe in detail the far-reaching consequences of cutting the 
original request of the President for military assistance funds nearly in half. 
The programs planned for Korea, Turkey, Taiwan, Pakistan, Japan, Greece, 
Iran, and Vietnam—all countries bordering the Iron Curtain—alone total approxi- 
mately $1.5 billion. If the planned programs for these countries should be car- 
ried out, then there could be virtually no further aid in fiscal year 1956 for any 
of our other European NATO partners, for Spain, for Latin America, or for cer- 
tain of our important friends in the Middle East and Far East. The conse- 
quences would, of course, be most serious. Alternatively, however, if an effort 
were made to carry out some or all of the programs in these latter areas, then 
the aid contemplated for Korea, Turkey and the other countries which I selected 
as bordering on Communist territory would have to be materially curtailed. 
This would inevitably result in reduced free world military strength around the 
entire perimeter of the Soviet bloc and in a decrease, therefore, in the security 
of the United States. 


TOTAL REDUCTION IN NONMILITARY AID 


On the nonmilitary side, the reductions, though in general relatively smaller, 
are nonetheless serious. The House version of the appropriation bill would 
provide $1,690,120,000 in new obligational authority for the nonmilitary pro- 
grams. This is more than $100 million less than the sum authorized in the 
authorization bill now before the President. The total effective reduction is 
actually somewhat larger than these figures would indicate because in a number 
of cases the authorization measure provides funds for specifically designated 
items in an amount in excess of that estimated as required therefor by the 
executive branch. This has the effect of reducing the funds available for the 
other purposes covered by the executive request. 


REDUCTION IN UNITED NATIONS TECHNICAL ASSISTANCE 


Of the cuts on the nonmilitary side of the program in relation to its size the 
$5.5 million eliminated from the $15.5 million requested for the United Nations 
technical assistance program probably has the most serious implications. The 
consequences are out of all proportion to the amount involved. Since the United 
States contribution was intended to cover 50 percent of requirements, the cut 
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would, of course, severely affect the level of the United Nations technical assist- 
ance program itself, requiring its curtailment by nearly 20 percent. ‘This would 
be without making any allowance for the probable adverse effect of this cut 
on the size of contributions by other nations. In addition, however, this reduc- 
tion would have these other effects: (a) it would be interpreted by many— 
whether justifiably or not—as an expression of a lack of United States interest 
in the economic welfare of certain nations in Latin America, Asia, and the 
Middle East which are important to the United States; (0b) it would be con- 
strued by others as reflecting a decision by the United States to curtail its 
support of the United Nations at a time when, through activities such as UNTA, 
it is possible to bring badly needed strength to the institution of the United 
Nations; and (c) it would decrease, and of course by an amount far in excess 
of the amount of the United States contribution, the amount of technical as- 
sistance which would be provided in the less developed areas of the world and 
would, therefore, if this essential work is to be carried on. tend to inrrease 
the requirements in our bilateral programs. I am sure that this committee 
will understand the importance of this activity, and the necessity of restoring 
these reductions. 

The results of this reduction are so far reaching and, to me, seem so self- 
evident, that I believe it is important to try to find out why the House was led 
to take such action. The House committee gave four reasons for its position: 

First, the House committee stated that the various U. N. agencies receiving 
funds from the expanded program also receive United States support through 
State Department appropriations, a fact which is said to make it difficult to 
distinguish between their regular activities and those for which these additional 
funds are provided. This is true; however, I do not understand why this is a 
reason for reducing the amount contributed under the expanded program. Funds 
available undr the assessed budgets of the U. N. agencies are used primarily 
to finance their regular activities. The expanded program was started in 1950 
for the very reason that these other funds were limited in comparison to the job 
to be done. It was apparent to this Government, and to many others, that the 
regular programs which the specialized agencies could afford were not large 
enough to meet the urgent needs in many parts of the world. This need was 
particularly compelling in the face of the direct and indirect efforts of the 
Soviet bloc to expand its influence by undermining nations already weakened by 
inadequate development, and by widespread hunger, disease and ignorance. The 
situation has not changed in the interim; the modest increases in the regular 
budgets of the specialized agencies have not been sufficient to meet the situation ; 
the need for special contributions to the expanded program still continues. 

Second, the House report states that a certain amount of duplication continues 
to exist between the U. N. program and the bilateral technical assistance program 
of the United States. Actually, I believe, duplication between multilateral and 
bilateral technical assistance activities has been virtually eliminated. Both at 
headquarters and in the field, exchange of information and consultation between 
United Nations and United States officials have produced results which tend 
more and more to bring about a coordinated use of joint resources for a common 
objective. 

Third, a House committee argues that the opportunity for unfriendly nations 
to use the U. N. program for their own propaganda purposes is inherent in this 
type of operations. The fact is that the Soviet Union and satellite countries 
have obtained very little propaganda advantage out of the U. N. program. 
They came into the program late; their annual contributions (about 4 percent 
of the total) have been small in proportion to their capacity to pay and relative 
to their assessment under the regular U. N. budget (which is about 15 percent) ; 
and both recipient countries and the U. N. agencies concerned have exhibited 
considerable reluctance to use the nonconvertible Soviet-bloec currencies. In 
technical assistance and foreign aid generally, Soviet propaganda advantages 
have flowed much more from Soviet bilateral activity. Under the U. N., Soviet 
activities are subjected to overall rules and supervision. By reducing United 
States participation in the U. N. program, there is less opportunity for the 
United States to counter any Soviet threat either through the sending out of its 
own experts or through insistence upon effective regulation of Soviet activity. 

Fourth, the House committee states that a greater portion of United States 
funds should be used for those programs over which more direct contro! can 
be exerted. We disagree. Each kind of program has its place. A multilateral 
program increases, by tapping foreign sources, the technical resources, and 
particularly of technical personnel, that can be made available for technical 
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cooperation purposes. In fields where serious shortages exist, this is an im- 
portant advantage. A multilateral program also reduces the cost to the United 
States of getting a given end result since United States contributions are com- 
bined with those from other countries. Moreover, there are areas where tech- 
nical assistance is greatly needed but where, because of the existing political 
situation, a technical-assistance program can be carried out more effectively, 
or perhaps can only be carried out at all, under multilateral auspices. 


REDUCTIONS IN DEVELOPMENT ASSISTANCE AND SPECIAL MIDDLE EAST AND ASIAN 
FUNDS 


The largest cut involves programs covered originally in four separate requests 
of the executive branch. These requests, totaling $348 million, were the fol- 
lowing : $63 million for development assistance in the Near East and Africa ; $80 
million for development assistance in Asia; $100 million for a Middle East Fund ; 
and $100 million for the President’s Fund for Asian Economie Development 
under an authorization therefor contained in last vear’s legislation. The con- 
ference version of the authorizing bill consolidated these separate items into 
one authorization which it then reduced to $295 million. The House appropria- 
tions bill, which was reported from cominittee prior to completion of conference 
action on the authorizing legislation, does not consolidate these 4+ separate items 
but makes separate appropriations aggregating $230 million as follows: 


Million 
Development assistance, Near East__ pet Jee ic $73 72s $60 
Development assistance, Asia______ ali. Si. stierenbee tise cide ede eT 70 
The MiGdic Mast Mund... 2csci cui eeu pias Seka es oS ee ee tn ee 100 
The President’s Fund for Asian Economic Development_.—..----------~- 0 


Presumably, as a matter of routine, the form of the appropriation for these four 
separate items will be conformed by this committee to the form of the authoriza- 
tion legislation for the same items. The important point is the fact that the 
amount which would be appropriated under the House bill for these combined 
purposes is $113 million below the amount requested by the President, and $63 
million below the amount authorized for appropriation. 

The impact of this cut falls on areas and on types of programs which are 
among the most critical at the present moment—in countries which to a con- 
siderable degree are on, or near, the perimeter of the Soviet bloc and the targets 
of intense and extensive Soviet economic penetration. It would amount to 
almost 33 percent in the total sum requested for these consolidated purposes. 
It would require a major curtailment in the total assistance originally planned 
for development assistance in Asia, the Near East, and Africa and under the 
Asian and Middle East funds, and would impair programs which are of utmost 
importance to United States interests. 

Even within the appropriation originally requested, no provision, 6. inadequate 
provision, was made for potential requirements which have developed since the 
time that request was formulated. The circumstances relating to two of these 
requirements, which are presently classified, have been made available separately 
to the Committee. 

Moreover, the need for funds for the Middle East and Africa appears to grow 
greater as time passes. We must be able to respond effectively and imaginatively 
to the challenge presented by Communist efforts at economic penetration, efforts 
which are increasing, rather than decreasing. Requirements will also almost 
certainly develop in Morocco, where we have important base arrangements, in 
Tunisia and in the Sudan. And it should be recalled that the Middle East Fund 
was intended partly to meet foreseen, as well as unforeseen, contingencies in 
countries now receiving or eligible for defense support. 

Similarly, a substantial cut in the programs originally planned under the 
Asian fund would have very serious consequences. This fund represented an 
important new program for the United States. The countries of free Asia have 
had virtually no experience in working together to solve the urgent economic 
development problems with which they are faced. In this sense, the fund has 
provided the United States with a significant tool to encourage Asian self-help 
through cooperative multicountry efforts to solve common problems. <A _ begin- 
ning has been made to stimulate Asian recognition and action in cooperating 
together. It is urgent therefore that sufficient funds be available to accelerate 
progress toward a more regional approach during fiscal year 1957 in order to 
sustain the momentum that was created when the fund was first established. 
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REDUCTIONS IN DEFENSE SUPPORT 


The House-approved appropriations bill makes the following cuts in the 
defense-support program : 

(a) Europe.—It reduces defense support for Europe to $63,700,000, which is 
$15 million below the amount included in the President’s request and $7.5 million 
below the amount authorized in the conference version of the authorizing legis- 
lation. Since, apart from the minimum of $3.7 million required for the highly 
effective technical exchange program, the amount requested was intended exclu- 
sively for Spain and Yugoslavia, the effect of this reduction can only be either 
to weaken Yugoslavia’s defense forces and her ability to resist Soviet penetration 
or to cut back activities in a country which, for many reasons, including the 
location thereof extensive United States military facilities, is of very great 
strategic importance to the United States. 

(b) Near Hast.—It reduces by $5 million the $170 million for defense support 
in the Near East which was included in the President’s estimate and authorized 
for appropriation in the conference-approved Mutual Security Act of 1956. These 
funds are intended primarily to meet requirements in Greece, Turkey, and Iran, 
und these requirements have recently increased above the levels which were 
contemplated at the time the President’s request was originally formulated. 
This cut will intensify the problem of meeting these increased requirements. 

(c) Asia.—It reduces the amount which would be available for defense support 
in Asia from the $882 million requested and authorized to $865 million. We 
know of no new developments affecting our requirements for defense support in 
Asia which would justify this $17 million cut or make possible its absorption 
without endangering the achievement of the purposes for which these funds were 
requested. These countries are involved—Pakistan, Thailand, Cambodia, Laos, 
Vietnam, the Philippines, Taiwan, and Korea. They are all countries which 
are maintaining military forces far in excess of those which their own economies 
can sustain, and in each instance these forces have a direct and far-reaching 
effect on United States security interests. Most of these countries are, in fact, 
associated with us in collective security arrangements. At a time when Com- 
munist efforts to penetrate this area economically have reached a new peak, it 
certainly appears unwise to decrease United States support for the kind of pro. 
grams that these countries so desperately need. 

(d) Latin America.—It provides defense support for Latin America in the 
amount of $35 million, which is $8 million above the original, and $3 million 
above the amended executive branch request, but $17 million below the amount 
provided in the conference version of the authorizing legislation. However, the 
effect of the House action on the original request of the executive branch, a 
request which was designed primarily to cover the minimum costs of programs 
needed to meet current emergency situations in Bolivia and Guatemala, can 
only be understood by introducing two other pertinent factors. First, the author- 
ization legislation appears to provide (@) that $15 million of the total appro- 
priated for defense support in Latin America, whether this amount be the full 
$52 million or something less, shall only be used for basic economic development 
purposes, with emphasis on health, education, sanitation, and land resettlement 
activities, and (0b) that 75 percent of this $15 million shall be extended only on 
a loan basis. The programs and projects that would be covered by this $15 
million are not the programs, nor the kind of programs, that were intended to be 
covered in the original or amended executive branch request. Second, the 
House approved appropriation bill earmarks $15 million of the total of the 
$35 million proposed for assistance to Guatemala. Neither the original nor 
the amended request of the executive branch allowed for a program of this 
magnitude for Guatemala. Consequently, the effect of a $35 million appropria- 
tiqn, as proposed in the House bill, when coupled with the two foregoing re- 
strictions, would be to cut back by about 75 percent the amount which would be 
available to meet critical economic requirements of Bolivia. It is important that 
the House-added directive requiring a specified amount for Guatemala should 
be removed. Moreover, while the executive branch did not request the additional 
$20 million authorized in the conference version of the bill, it believes this 
amount can be effectively used for the authorized purposes, and, if the special 
earmarking of $15 million of any amount appropriated, is continued an appro- 
priation of $52 million is absolutely essential. 
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REDUCTION IN TECHNICAL COOPERATION 


The appropriations bill, as passed by the House, would reduce the amount 
available for bilateral technical cooperation from $140,500,000 requested by 
the President, and authorized in the conference version of the authorizing legis- 
lation, to $135 million. The House Appropriations Committee report explains 
this $5 million cut as follows: 

“In recommending less than the budget request, the committee took into 
account two factors: (1) The large increases approved for this program for 
the past 2 years; and (2) the difficulties in recruiting trained technicians for 
overseas assignments and resulting delays in filling authorized positions * * * 
The committee feels that a more modest rate of increase than that proposed 
by the executive branch for fiscal year 1957 will result in a more effective and 
efficient program.” 

We do not understand the reason why, if an imperative need is demonstrated 
to exist, as we believe it clearly has been, a modest increase of $13 million over 
last year’s appropriation should not be approved. Approximately $10 million 
of the requested increase is for the Far East and Latin America. This increase 
would make possible the desirable expansion of important activities in Japan; 
the orderly growth of our technical cooperation activities in Cambodia, Indo- 
nesia, and Vietnam; the institution of a new program in Ceylon; and small, 
widely distributed increases in such Latin American countries as_ Bolivia, 
Brazil, Ecuador, and Peru in accordance with the policy enunciated by the 
United States at the Inter-American Conference in Rio in 1954, for the diversifi- 
eation and expansion of technical cooperation programs in Latin America. 

It should also be noted that $12 million of the $14.5 million increase in the 
technical cooperation program level from fiscal year 1955 to fiscal year 1956 
represented only a shift in the appropriations account from which technical 
cooperation activities for four countries in the Far East (Korea, Vietnam, Cam- 
bodia, and Laos) were financed. Theretofore such activities bad been covered 
out of defense support funds. 

We do not underestimate the difficulties suggested by the House committee in 
recruiting the number of technicians contemplated by the total request of the 
President. Llowever, the executive branch has carefully reviewed this request 
from this particular standpoint and believes, insofar as recruitment success can 
be forecast, that there is a good prospect that the necessary technicians can in 
fact be recruited within the fiscal vear in question. 

The funds which are requested for these technical cooperation programs, along 
with those for development assistance, are sought for purposes which are neither 
military in character nor the direct outgrowth of military requirements. They 
reflect an effort, with an importance out of all proportion to amounts involved, 
to give proper emphasis in our national policy to the significance, in terms of 
both the long- and short-term security of the United States, of increasing the 
standards of living and production in, and of dealing with the more basic prob- 
lems of, the underdeveloped areas of the free world. The concepts involved 
are fundamental, and their acceptance, implementation, and reflection in our 
foreign policy are conditions precedent to carrying out a policy of substituting 
trade for aid, and, in certain areas of the world, to any progress at all. 


OTHER NONMILITARY REDUCTIONS 


The other reductions effected by the House-approved bill on the nonmilitary 
side of the program are the following: (1) A reduction of $300,000 in the $2,300,- 
000 requested by the President and authorized in the authorizing legislation for a 
contribution to the United Nations Refugee Fund (UNREF): (2) a cut from the 
$5,950,000 contained in the President’s estimetes and included in the conference 
version of the anthorizing bill to $5,500,000 for the research reactor costs of the 
President’s atoms for peace program; (3) the elimination of $1 million of the $7 
million requested and authorized for the United States escapee program; and 
(4) a decrease of $1,105,000 in the sum requested and authorized for administer- 
ing the nonmilitary portion of the program. While the amounts involved are in 
each case small, some of the decreases are serious, and I shall try briefly to cover 
them. 

REDUCTION IN ADMINISTRATIVE EXPENSE FUNDS 


2 


The House bill would provide $34,145,000 for nonmilitary administrative ex- 
penses in lieu of the budget estimate of $35,250,000. A cut of this magnitude 
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will seriously affect the administration of the nonmilitary portion of the mutual 
security program. 

The extent to which the total fiscal year 1957 nonmilitary aid program is 
well administered is dependent upon the adequacy of the appropriation made for 
administrative expenses. This appropriation is used to pay and support em- 
ployees in Washington and overseas who are responsible for administering the 
United States economic and technical assistance programs. Employees financed 
from this money develop and screen the assistance programs for each country, 
assure that the assistance achieves the purposes for which it is intended, and 
see that the funds are properly controlled and audited. At least minimum admin- 
istrative staff levels must be maintained to insure that the annual appropria- 
tions for various program activities are wisely planned and soundly admin- 
istered. Of equal importance is the need to insure that adequate accounting 
and auditing controls and procedures are established not only for funds newly 
appropriated, but also for unexpended dollar and local currency funds made avail- 
able for prior year activities. 

ICA operations are under continual scrutiny by congressional committees, by 
the General Accounting Office and by other interested public and private groups. 
An almost unanimous reaction has been that program planning and control, fi- 
nancial accountability and audit activities should be improved. These improve- 
ments depend, however, on the availability of necessary presonnel and funds. 
While the $35.25 million proposed for administrative costs represents about 2 
percent of the current annual rate of spending for the total nonmilitary program, 
the capacity of ICA to administer every part of the program is dependent upon 
congressional action on this relatively small item. There is a real danger that 
small forced savings in the administrative expense account may jeopardize the 
prudent and economical management of the entire program. 

More specifically, the cut would result in curtailing essential functions in the 
following functional areas: evaluation: overseas program controls; accounting, 
audit and end-use checks; and State Department activities in support of the pro- 
gram. We believe each of these functional areas to be important. It is desir- 
able, both from the standpoint of the exectuive branch and the Congress, that 
there be.a permanent mechanism for the objective, authoritative and continuing 
evaluation and appraisal of the program which ICA is charged with conducting. 
It also would appear important to provide the additional staff which is necessary 
overseas if ICA programs are to be impervious to the charge, which has been 
so frequently made, that they are scattered, that they lack cohesion and that they 
are not fully responsive either to United States objectives or to the most essential 
needs of other countries. In addition, it is certainly of great importance that, as 
recommended by congressional committees, the General Accounting Office and 
many individual congressmen who have traveled overseas, staff should be added, 
both in Washington and abroad, to improve the fiscal controls, accounting, audit- 
ing, and end-use checks required in the effective management of a program which 
is without parallel in its scope, diversification, and complexity. 

Finally, fiscal year 1957 administrative fund requirements should be viewed 
in relation to the large reduction made in this account under the President’s re- 
organization plan of 1953. From fiscal year 1953 to fiscal year 1955, four sepa- 
rate agencies were consolidated and $16.8 million in savings were effected in the 
annual rate of administrative obligations. This large reduction created ad- 
ministrative difficulties from which ICA has only recently recovered. Further 
major cuts in this appropriation would be dangerous, particularly in view of a 
rising workload. 

The rising workload is caused by the changing character of the program, 
rather than by an increase in program appropriations. The fact and size of this 
rise can be demonstrated in several ways. One important measure of the ICA 
workload is the number of technicians to be sent abroad. These have increased 
from 3,953 in fiscal year 1953 to be estimated 5,800 in 1956, and will increase 
further to an estimated 6,545 under the program proposed in fiscal year 1957. 
This is a 2-year increase of 66 percent. Another important workload indicator 
is the number of foreign trainees to be brought to the United States. These 
would increase, under the proposed program, by 30 percent over the same period— 
from an actual 1955 level of 6,364 to an estimated 1957 level of 8,249. However, 
in support of the increased workload indicated by these two sets of figures, United 
States administrative employees would be only 3 percent above the level of 2,020 
who were on board during fiscal year 1955. 

The restoration of the House cut is being requested in the sincere belief that the 
use. of this relatively small additional amount in administrative expenses will re- 
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sult in more efficient management and control of ICA administered multimillion 
dollar programs, 


REDUCTION IN THE ESCAPEE PROGRAM 


The House Appropriations Committee explained its $1 million reduction 
in the escapee program on the ground that there had been a decrease in the 
caseload in this program during the past several years. In the case of Europe, 
it’ is true that such a reduction has occurred, but this reduction has been 
offset by an increase in per capita costs resulting from a number of factors. 
These factors include: Heavier costs for local integration because a larger 
number of the escapees require expensive institutional care or additional re- 
establishment measures; and the extra expenses involved in giving special 
attention to certain particularly significant escapees, or groups of escapees. 
In the Far East, on the contrary, which accounts for $2 million of the proposed 
program, the caseload is expected to rise. The House-approved reduction would 
prevent expansion of the program in that area at a time when the success 
of present token United States activities there would appear to merit the exten- 
sion of this kind of assistance to a larger number of refugees. 


REDUCTION IN UNITED STATES CONTRIBUTION TO U. N. REFUGEE FUND 


The House committee does not explain its reduction in the case of either 
of the two other items affected. In the case of the United Nations Refugee 
Fund, where the amount requested was intended to cover the United States 
contribution for an 18-month period ending June 30, 1957, the effect is simply 
to prevent our effort, which we thought was in accord with congressional 
desires, to move in the direction of placing the financing of this program on 
a calendar-year basis similar to that for other United Nations activities. 


REDUCTION IN FOREIGN RESEARCH REACTOR PROGRAM 


In the case of the foreign research reactor program, the reduction means 
that we will be unable, under our present estimate, to finance the United 
States portion of the cost of providing the research reactors for 2 of the 17 
countries which we expect will take advantage in fiscal year 1957 of the 
President's offer of assistance in this field, unless, of course, funds are diverted 
from other purposes. 


PROVISIONS WHICH DO NOT INVOLVE THE AMOUNT OF NEW OBLIGATIONAL AUTHORITY 


It is important that certain far-reaching effects of the House-approved 
appropriations bill which do not involve the appropriation of new obligational 
authority should not be overlooked in our proper concern over the drastic 
reductions in funds which I have discussed above. Some of these other actions 
have profound implications for the effective management of both the military 
and nonmilitary portions of the mutual-security program. These other actions 
of the House to which I would specifically like to direct your attention are the 
following: 

First, the House-approved bill does not provide, as the President requested 
and as the authorization bill would permit, 15 months availability for 25 percent 
of certain nonmilitary funds. 

Second, the House bill does not provide, as the executive branch requested 
and as authorized by the conference version of the Mutual Security Act of 1957, 
for no-year availability for all military-assistance funds. 

Third, the House-approved bill does not provide, as requested by the Presi- 
dent and permitted in the authorizing legislation, for (a) the availability for 
4 years of the single, consolidated appropriation covering the executive branch 
request for development assistance, the Middle East Fund and the Asian Fund 
or (b) the availability until expended of the $15 million of Latin American 
defense support funds which appear to be earmarked for certain types of eco- 
nomic development. 

Fourth, the House-approved bill does not provide as requested by the Presi- 
dent and as authorized in the authorization bill, for the continued availability 
during fiscal year 1957 of all balances of prior year funds which were unobligated 
on June 30, 1956; instead it provides for the reappropriation of only selected, 
specifically identified unobligated balances in two appropriation accounts. 

Fifth, the House-approved bill contains a highly objectionable povision that 
restricts the obligations which can be made in each appropriation account during 
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the last 2 months of the fiscal year to 20 percent of the total funds available 
in such account. 

The problems created by a number of the foregoing actions are such that I 
would like to discuss them in some detail, leaving to my Department of Defense 
colleagues the primary task of demonstrating the effects of these actions on the 
military portion of the program. 


20 PERCENT RESTRICTION ON OBLIGATIONS IN THE LAST 2 MONTHS OF THE FISCAL YEAR 


Section 105 of H. R. 12130, as passed by the House of Representatives, con- 
tains the folllowing provision : 

“Not more than 20 per centum of any appropriation item made available by 
this Act shall be obligated and/or reserved during the last two months of the 
fiscal year.” 

This provision is similar to, although far more rigid and stringent than, the 
comparable provision which was included as section 106 in the Mutual Security 
Appropriation Act of 1956 and which, for the reasons which I shall hereafter 
state, the executive branch has strongly urged should be omitted in any form 
from this year’s appropriations legislation. The new language differs from, and 
is more inflexible than, the old language in that it applies the 20 percent limita- 
tion to each individual appropriation item separately, rather than to the total 
funds made available for the mutual security program. I shall also discuss 
the added vice of this new restriction. 

We vigorously object to a provision of this general character because we 
believe that it seriously hampers the orderly, efficient and effective administra- 
tion of the program. We believe that it operates, and can only operate, to under- 
mine the very purposes for which it is proposed—the wise and prudent manage- 
ment, and the careful obligation, of mutual security funds. We further believe 
that the advocacy of such trestriction must be based upon a serious lack of 
understanding of the conditions under which mutual security programs must 
be administered. These conditions require, as the authorizing legislation speci- 
fically recognizes, an extension, not a limitation, of the period in which the obliga- 
tion of mutual security funds can be made. 

We believe the foregoing conclusion to be demonstrable beyond any possible 
question. It is a conclusion which rests upon this simple fact, applicable, broadly 
speaking, to both the military and nonmilitary portions of the program—that, 
as to parts of the program, it takes more than the 7 months or so in which 
funds are now actually available for obligation in order to complete in an orderly 
and effective manner the steps that must be taken in negotiating and concluding 
obligations of funds. 

Appropriations have ordinarily been enacted in July of August or even later. 
Following the enactment of appropriations, a reprograming process must neces- 
sarily be carried out, before funds are allotted for negotiation of obligations, 
to take into account reductions made by Congress in the executive branch appro- 
priation request, to plan for compliance with new legislative requirements, and 
to review original program plans and reassess the priority of requirements in 
the light of the current world situation. Following this, funds are made ayail- 
able for the negotiation of actual obligations. This involves negotiations with 
some 60 foreign countries with respect to roughly 2,000 assistance transactions 
and projects on the nonmilitary side alone. These negotiations cannot properly 
be initiated on a firm basis until the funds are actually available for obligation. 
To do otherwise would create unwise risks of misunderstanding and em- 
barrassment. 

The process of negotiating obligations with foreign governments is often, of 
necessity, complicated. Many of the projects are complex, and require careful 
negotiation to assure that projects are initiated only on a sound and carefully 
thought-out basis. Thess arrangements involve not only commitments by the 
United States, but, of course, commitments by the other country which it has 
to plan and budget for in accordance with its own internal procedures. And 
many of these governments are comparatively inexperienced in handling com- 
plex projects, a fact which further complicates the process of negotiation. 

Consequently, in many cases it is impractical and unwise, and in some instances 
physically impossible, to telescope the steps involved in the obligation of funds 
into so short a period of time as is required by the restrictive 20 percent provision 
in the House bill. Any effort to effect such telescoping simply results in cutting 
corners that cannot be cut while still obtaining maximum efficiency and effective- 
ness in the execution of the program. 
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We are confident that prudent and sound management practices will be en- 
couraged, and the incentive for hasty, unwise, and costly obligations avoided, 
by providing periods of fund availability that adequately reflect the time- 
consuming problems involved in obligating funds in different segments of the 
mutual security program—by providing, as I indicated above and discuss fur- 
ther below, no-year funds for MDAP, by giving several-year availability to certain 
developmental funds and by permitting 15-month availability for 25 percent 
of ‘other non-MDAP funds. These ends are not served, but are damaged, by 
failing to provide such authority and, even more, by imposing a further limita- 
tion requiring the obligation of SO percent of the program before the last 2 
months of the fiscal year. 

We understand congressional fears that heavy obligations in the latter months 
simply reflect hasty and careless buying which is designed solely or primarily 
for the purpose of saving funds from lapsing at the close of the fiscal year. 
We think these fears are unnecessary ; on the contrary, we believe that a pattern 
of obligation which does not have its heaviest impact in the last few months 
would indicate practices and processes of negotiation, engineering, and contract- 
ing which, because they would have to be hasty and careless to be consummated 
so quickly, would not be in the best interests of the United States Government. 

In the past year, the more liberal comparable provision of the fiscal year 
1956 act has in fact interfered with the orderly process of working out and 
implementing program arrangements with cooperating countries during the 
programing period available and made it more difficult to protect against the 
obligation of funds before program details were worked out as firmly as 
desired. We do not think such a situation should be permitted to continue 
or, worse still, be aggravated by an even more restrictive requirement of the 
character contained in the House bill. 

And the situation would, without question, be seriously uggravated by the 
new appropriation-by-appropriation limitation in section 105 of H. R. 12130 as 
passed by the House. This new restriction introduces the kind of artificial and 
unrealistic compartmentalization that is inconsistent with the need for flexibil- 
ity of operation and administration that is more than ever an essential requisite 
in the mutual security program. While it is possible, as has been done in the 
past, even though it is costly, wasteful, and inefficient, to administer the pro- 
gram within a 20-percent limitation applicable to total available funds, there 
is a real possibility that important program objectives might have to be aban- 
doned or postponed under a 20-percent limitation that is applied separately to 
each appropriation account. 

Apart from the administrative nightmare of handling this type of limita- 
tion for more than two dozen separate appropriation accounts, each of which 
is different from every other, it is patently absurd to apply the same kind of 
restriction to, on the one hand, an account which may be wholly obligated by 
a single simple act early in the fiscal year, as, for example, by a contribution to 
an international organization in fulfillment of a pledge covering the entire 
amount appropriated, and, on the other hand, to an account which, by its very 
nature, because this was its central purpose, should be held unencumbered until 
as late in the year as possible, as, for example, with the President’s emergency 
fund under section 401, which this provision might, in fact, effectively sterilize. 

In fact, a restriction of this narrow type could well result in making it im- 
possible during the last 2 months of the fiscal year to furnish aid of a par- 
ticular kind, or perhaps of any kind, to some specific country where United 
States interests urgently required that such aid be provided. Whether such aid 
might or might not be given—whether United States security would be pre- 
served or jeopardized—would turn on the irrelevant happenstance of the obli- 
gation record in the particular appropriation account from which funds could 
legally be drawn. And, if the aid could not be given, the irony would be that 
this untoward result might have come about simply because those administering 
the pregram had prudently reserved funds in anticipation of this very situa- 
tion. No type of program restriction could operate in a potentially more in- 
eonsistent and illogical fashion in terms of the objectives sought through the 
mutual security program. 


SPECIAL PROVISION ON 15 MONTHS’ AVAILABILITY OF CERTAIN FUNDS 


The President requested, and the authorizing bill contains (section 11 (d)), 
a provision that an amount equal to 25 percent of the funds authorized to be 
appropriated for defense support, technical cooperation, and special assistance to 
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joint control areas may be made available for a 15 months’ period rather than 
for the usual 12 months’ period. 

The House appropriations bill does not contain language requested by the 
President to implement this authorization. We strongly urge that such language 
be included in the appropriation bill. We are convinced that this provision will 
promote more efficient and effective use of funds for the purposes for which they 
are appropriated by the Congress, and that it will further the often-stated objec- 
tive of the Congress and the General Accounting Office of avoiding hasty and 
ill-considered obligations of funds. The reasons are these: 

1. At present, as indicated in discussing the 20-percent provision, there is a 
period of only 7 months or so in which funds are actually available to be obli 
gated. The proposed provision will give three additional months after funds 
finally become available for use each year, in which to complete negotiations 
with foreign countries of agreements for the obligation and use of funds. Thus 
it will reduce the pressure to obligate funds hastily toward the end of the fiscal 
year so as to avoid suspending and jeopardizing negotiations which are well 
advanced with respect to important aid operations. There are several reasons 
why this extended time for such negotiations is needed and justified. 

2. This provision will eliminate the gap which now exists each year between 
June 30 and the time when the new appropriations become available for use. 
At present, the program is substantially frozen during a period of several months 
because funds are not available to complete negotiations which are underway 
but not concluded by June 30, and to meet important requirements which may 
exist immediately after June 30. 

3. The executive branch is convinced that this provision will not establish an 
inadvisable precedent or create accounting and budgeting difficulties. The 
practice of appropriating funds for periods longer than 1 fiscal year is well es- 
tablished both in the mutual security program and in other Government pro- 
grams. In any event the mutual security program clearly differs from other 
Government programs in that its operations are dependent upon negotiated 
arrangements with foreign governments, so that reasons for an extended period 
of availability here would be inapplicable to other Government programs. The 
provision will involve the same types of accounting and budgeting procedures 
that are employed for other appropriations which are available for more than 
one fiscal year, and will raise no new complications of this sort or result in any 
reductions of the control of Congress over such funds. 


CARRYOVER OF UNOBLIGATED BALANCES 


Section 548 of the Mutlal Security Act of 1954, as amended by section 11 (c) 
of the Mutual Security Act of 1956, authorizes appropriation action to continue 
available in fiscal year 1957 the unexpended balances of prior appropriations 
and to permit the consolidation of these balances with appropriations made 
available for the same general purposes in fiscal year 1957. The following lan- 
guage, which would fully implement this authorization, was submitted by the 
executive branch for inclusion in the appropriations legislation : 

“Unexpended balances of funds heretofore made available under authority 
of the Mutual Security Act of 1954, as amended, are hereby continued available 
for the general purposes for which appropriated, and may be consolidated with 
appropriations made available for the same general purposes in this Act.” 

H. R. 12130, as passed by the House, does not include the foregoing provision 
in the form submitted, and it does not, as the foregoing provision would do, con- 
tinue available for use in fiscal year 1957 all prior year funds which remained 
unobligated on June 30, 1956. Instead, it authorized the reappropriation of only 
specifically identified items—$195,500,000 in MDAP accounts and $45,300,000 
for the U. N. Palestine refugee program. This action, if allowed to stand, will, 
under our still rough preliminary estimates, result in the lapse of approximately 
$40 million of prior year funds which were unobligated on June 30, 1956. Some 
$15 million of this total is in an appropriation account covering aid in the Near 
East, with the balance in smaller sums distributed among a number of different 
accounts, Subseqnent reports. which will not be available until later this month 
or early August, may increase this $40 million. This could oceur if any substan- 
tial obligations now believed to be valid under section 1311 of the Supplemental 
Appropriation Act, 1955, should, for some technical reason, later prove to be 
invalid. In such event the effect of the action taken by the House could be not 
just adverse but disastrous. 
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We urge that the Senate include the provision which the executive branch 
originally requested and thus continue available in toto in fiscal year 1957 all 
of the unobligated prior year funds that would otherwise lapse. To the extent 
that these funds represent amounts required to carry out still valid fiscal year 
1956 programs, where it was simply a case where negotiations for obligation 
could not be finally concluded before the end of fiscal year 1956, the executive 
branch assumed, in preparing its fiscal year 1957 request, that these amounts 
would be continued available so that such prior year programs could be com- 
pleted. If, in these instances, such funds are not so continued available, then 
the requirements they were intended to finance become an unanticipated priority 
demand against already inadequate fiscal year 1957 funds. To the extent that 
such funds are not needed to cover specific continuing fiscal year 1956 require- 
ments for which negotiations for obligation were not finally concluded by June 
30, 1956, then they are urgently needed to cover fiscal year 1957 requirements. 
This obvious fact hardly needs to be stated in view of the severe degree to which 
the Mutual Security Act of 1956, as passed by the Congress, has reduced, below 
the amount requested by the executive branch, the authority to appropriate new 
obligational authority. That reduction action puts a premium on continuing 
available in fiscal year 1956 all unobligated balances of prior year funds. 


HOOVER COMMISSION RECOMMENDATIONS 


Senator Dworsuak. Mr. McGuire, I would like to ask whether 
during the past year any of the recommendations made by the Hoover 
Commission concerning the administration and management of this 
particular program have been put into operation. Have there been 
any material changes to improve management ? 

Mr. McGutrr. I would like to address myself to that point. First 
of all, as you know, Mr. Gray was brought in here as the Assistant 
Secretary of Defense in ISA. Mr. Gray asked me to come down to 
my job as his deputy. There had never been a deputy in a program 
of that type. My experience is some 25 years in the retail business 
where I was president of three different live stores. I have had con- 
siderable experience in inventory and that type of thing, merchandis- 
ing, which is quite similar to this problem. Also I had experience in 
the N vavy Department, where I was Chief of Procurement during the 
war. 

In addition to that, we have reorganized the operation in itself in 
the concept to get a greater specialization and knowledge of the re- 
gional projects. That is by country basis, so you will know more 
intimately what is going on. 

Further than that, I have taken the primary day-to-day mechanical 
operation of the program and put it under a man named Mr. Hol- 
combe. He is the man who made the so-called Holcombe studies in 
Europe, which are considered by everyone to be very realistic. He was 
Mr. MeNeill’s expense comptroller in Europe. He is now the manager 
of the day-to-day operation of this program. 

(Discussion off the record.) 


UNITED NATIONS REFUGEE FUND 


Chairman Haypen. The committee has received a statement from 
Mr. Julius Epstein regarding the United Nations High Commissioner 
for Refugees which w ill be inserted in the record. The Department of 
State has also furnished a statement with respect to the United Na- 
tions High Commissioner for Refugees which will also be inserted 
into the record. 
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(The statements referred to follow :) 


STATEMENT OF JULIUS EpsTEIN, New York City, N. Y. 


On May 18, 1956, I testified before the Senate Internal Security Subcommittee 
(chairman, Senator James O. Eastland, Mississippi). Im my testimony I 
revealed that the present United Nations High Commissioner for Refugees, Dr. 
G. J. van Heuven Goedhart, had written in 1946 an introduction to the Dutch 
edition of the book by M. Sayers and A. E. Kahn, The Great Conspiracy Against 
Soviet Russia. In this introduction Dr. van Heuven Goedhart highly praised 
the book, written by the two well-known American Communists. The book was 
enthusiastically welcomed in the Daily Worker by William Z. Foster, national 
chairman of the American Communist Party as well as by the Soviet press 
and the Communist Party newspapers and periodicals around the world. The 
book by Sayers and Kahn was also required reading for American prisoners 
of war to be brainwashed by Chinese and North Korean Communists. It is, of 
course, a 100 percent defense and justification of Soviet imperialistic policy 
and especially a complete justification of every crime Stalin had ever com- 
mitted. (I include as exhibit 1 the complete text of Dr. van Heuven Goedhart’s 
introduction to The Great Conspiracy Against Russia, as translated into English 
by the Library of Congress, at the request of the Senate Internal Security Sub- 
committee. ) 

As a result of my testimony of May 18, 1956, Senator James O. Eastland 
wrote a letter to Ambassador Henry Cabot Lodge, Jr., the representative of 
the United States of America to the United Nations, on May 19, 1956, which I 
include as exhibit 2. 

Ambassador Lodge answered Senator Eastland’s letter on May 21. (Ambas- 
sador Lodge’s letter of May 21 to Senator Eastland is inclyded as exhibit 3. 

On June 5, 1956, Dr. van Heuven Goedhard held a press conference in The 
Hague, Netherlands. According to a report, released by the Netherlands News 
Agency A. N. P. on June 6, 1956, Dr. van Heuven Goedhart wholeheartedly de- 
fended his endorsement of the pro-Communist book by Kahn and Sayers. I 
quote from the press release: “As regards certain reproaches made against 
him in the United States in connection with a preface he wrote to the book 
The Great Conspiracy Against Russia in 1946, Mr. van Heuven Goedhart said 
he thought it was one of the best he had ever written. ‘I do not think there 
is the slightest occasion to defend myself against the nonsence uttered with 
regard to this preface, he said. If some United States Senators thought 
he was a Communist then he was in the same company as Professor Oppen- 
heimer.” (I include photostatie copy of the Dutch news release as exhibit 4.) 

Dr. van Heuven Goedhart’s remarks made at his press conference on June 5, 
1956, clearly show he still holds the same pro-Soviet and especially pro-Stalin 
views as expressed in the book by Sayers and Kahn and fully endorsed by van 
Heuven Goedhart in 1946. 

On June 22, 1956, Senator Eastland addressed another letter to Ambassador 
Lodge, calling his attention to Dr. van Heuven Goedhart’s statement of June 
5, 1956. In this letter Senator Eastland wrote: 

“In other words, as late as June 6 of this year, Mr. van Heuven Goedhart 
regarded the statements in his introduction to The Great Conspiracy Against 
Russia as some of the best he had ever written. And as for his views on com- 
munism, Mr. van Heuven Goedhart considers himself in the same eategory as 
J. Robert Oppenheimer—whose security clearance was withdrawn by the Gov- 
ernment of the United States after his intimate, extensive, and dangerous con- 
nections with Communists and communism had been established. 

“I will appreciate being advised whether you consider that this latest state- 
ment by Mr. van Heuven Goedhart affects in any way his qualifications to serve 
as the United Nations official in charge of its program for refugees from Com- 
munist oppression and tyranny.” (Full text of Senator Eastland’s letter is at- 
tached as exhibit 5.) 

Only with Dr. van Heuven Goedhart’s introduction to The Great Conspiracy 
Against Russia and his statement of June 5, 1956 in mind can we now understand 
why Dr. van Heuven Goedhart, as U. N. High Commissioner for Refugees, partici- 
pated in the Soviet-sponsored repatriation of refugees from countries behind the 
Iron Curtain. In his speech before Committee Three of the Tenth General Assem- 
bly of the United Nations in New York on October 4, 1955, Dr. van Heuven Goed- 
hart said: ‘‘There are, as the members of this Committee know very well, three 
different possible solutions. [Of the refugee problem.] One is the decision to go 
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back, the repatriation. One is the resettlement in another country, and three is 
the integration into the economy of the country where the refugee has found 
asylum. The first solution—repatriation—can nearly always be easily real- 
ized * * *, Looking back for 1 more second upon those 10 years (1945-55), Mr. 
President, I would like to note that millions and millions more refugees have been 
repatriated in the course of those 10 years than ever have been resettled or 
integrated.” 

The U. N. High Commissioner for Refugees, Dr. G. J. van Heuven Goedhart, is 
the first official who ever described “repatriation” of refugees from Communist 
tyranny as a solution, even as the number one solution to the refugee problem. 
His reference to the “millions and millions” of refugees who have been repatriated 
since 1945, is especially repulsive since a very large fraction of those millions of 
refugees repatriated since 1945 were forcibly repatriated in violation of the 
Geneva Convention as well as of the American tradition of ready asylum for 
political exiles. 

Dr. van Heuven Goedhart’s participation in the repatriation of refugees to Iron 
Curtain countries—by sending his representatives together with the Soviet re- 
patriation missions into the displaced person camps—is contradictory to the 
American policy of preventing redefection of refugees from Communist countries. 
How can we expect those refugees to have any confidence in the U. N. High Com- 
missioner for Refugees if he is pioneering redefection and if he has just reaffirmed 
his pro-Communist and especially pro-Stalinist views as late as June 5, 1956? We 
cannot expect any confidence in him. 

I wish to make it abundantly clear that I do not desire to deprive refugees of 
any assistance which they might receive if Congress were to appropriate funds 
to UNREF to be administered by the U. N. High Commissioner for Refugees, Dr. 
van Heuven Goedhart. However, until a more suitable High Commissioner for 
Refugees succeeds to the post presently held by Dr. van Heuven Goedhart, I 
believe that it is defeating the purposes of the Congress and of the American pub- 
lic to appropriate funds to be adminstered by him. Until there is a change in the 
personality presently holding the post of U. N. High Commissioner for Refugees I 
urge that the $2.3 million requested as the United States contribution for the 
program administered by the U. N. High Commissioner for Refugees be appro- 
priated to the Department of State (Bureau of Security and Consular Affairs) or 
to the President of the United States to be used to assist the American volun- 
tary agencies which work abroad with refugees to overcome the Soviet redefec- 
tion campaign. By so doing, the Congress will fulfill the hopes of the refugees 
and will serve the best interests of the United States. 


ExHIsit 1 


Tue LIBRARY OF CONGRESS, 
LEGISLATIVE REFERENCE SERVICE, 
Washington 25, D.C. 
TRANSLATION (DutTcH) 


[Senate Internal Security Subcommittee | 


Michael Sayers and Albert E. Kahn, the Great Conspiracy [against Russia], 
with a foreword by Mr. G. J. van Heuven Goedhart, ex-Minister of Justice and 
Chief Editor of Het Parool (Republiek der Letteren, Amsterdam) 


[INTRODUCTION ] 


Asked if I would like to furnish an introduction to the Dutch translation 
of the Great Conspiracy Against Russia by the two American writers, Michael 
Sayers and Albert E. Kahn, I had to confess that I had never read that book— 
that book, too, among others. I bave since repaired the damage, for that is what 
it was, and I now emphasize when asked: “This book must be widely read.” 
And it is a pleasure for me to send it on its way through the Netherlands with 
a hearty recommendation from me. 

Years ago, in view of all sorts of slackness in Dutch and non-Dutch domestic 
and foreign affairs, I pointed out, in a newspaper article, the need for the 
emergence of strong men. I meant then, and I still do, that democracy and misery 
do not go hand in hand, ves even that democracy is compatible with vigorous 
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leadership of politicians, whose vision is much broader than what we call, with 
slight contempt, the masses, and who run the risk of standing alone, unpopular 
and misunderstood, and consequently are accused of being Facists. That admis- 
sion alone firmly pins the Fascist label on me. Years later, during a lecture 
[ pointed out the futility of refusing all collaboration with the Communists 
because of ideological anticommunism. The result was that, here and there, 
as foreseen, [ have since been called a Communist. 

The worid—I am sure our country also—suffers from label-pinning. Ruthlessly 
we pin on the statements of almost everybody a political label, thereby often 
achieving the realization of a miserable objective: the arousing of suspicion. 
Few have had the good fortune that has been mine. Anyone who has been 
labeled both Fascist and Communist can also hope to be believed when he says: 
“Tam a Democrat.” 

Being a Democrat is for me, above all, the belief in the fundamental equal 
worth of all men—not their equality [Sameness]—to be topped by intellectual 
freedom and thus supporting the rights of the minority. It seems to me, however, 
that the Democratic concept is at variance with some, perhaps essential, elements 
of the Communist as well as Fascist ideology. If I were to describe the elements 
of my idea otherwise, I would risk coming into conflict with, for example, the 
reformed, the Catholic, and the liberal ideology. But if every one of us withdraws 
further into his ideological ivory tower, and especially if every one of us West 
Kuropeans—stanch individualists as we are, were to do so, where is the basis 
for any sort of practical collaboration? Something is missing. As it is the 
undeniable right of a Democrat to maintain his own concept, it is also his un- 
deniable duty, for the sake alone of wanting to live together, to cooperate with 
other thinking persons, whenever and insofar as such cooperation may be 
possible. 

Nowadays, from a national and international viewpoint, political cooperation 
of other thinking persons with the Communist is perhaps the touchiest problem 
that must be solved for the sake of peace. Likewise, the fabulous war effort 
of the Soviet Union to stand up against the Fascist strength has not in any way 
put a stop, either ideologically or emotionally, but carried to a large extent 
by plainly materialistic motives to an anti-Russia-ism, which a great and admir- 
able military leader such as Winston Churchill introduced into his anti-Soviet 
speech at Fulton 6 months ago. The immeasurable losses which Soviet Russia 
sustained on the battlefields from Smolensk to Stalingrad in order to stem the 
tide of international fascism, has done even more to make the world conscious 
of her anti-Russia-ism than Litvinov’s stubborn efforts to substitute the lack of 
unity between the nations so welcomed by Hitler by activating the League of 
Nations to give a clear definition of the term “aggressor.” On the contrary. 
As soon as the flags of England, Russia, and the United States were flying above 
the ruins of Berlin, the threads of the anti-Soviet campaign, spun in 1917, 
were picked up again. 

Day by day millions of people are in their tought, their speech, and their writ- 
ing committing the crime of getting ready for world war I1I—against Russia— 
by considering it possible, probable, or even unaovidable. A crime, indeed. No 
military or civilian who between 1939 and 1945 has been in the thick of it can 
think over than with horror of a repetition of the happenings in those years. 
No human being can shirk the obligation of doing everything in his power to 
prevent this. 

But what about the Russians? Aren’t they hoping that some day the whole 
world will adhere to their Communist ideas? Haven't they for years been stand- 
ing on the threshold of an attack on the world around them daring the world 
to force its system upon them? ‘Two questions—two answers. Anyone who has 
any belief to peddle is doing so here, be he American or Russian, British or 
German. But while Hitler stole into nation after nation like a thief in the 
night to spread his gospel of violence, nobody can truthfully say that Russia 
aims at aggression. Nevertheless, millions believe that she is doing just that. 
Nevertheless the world has talked for well nigh 30 years, with amazing lack 
of logic, simultaneously about the approaching crumbling of the Soviet regime 
(ad nauseam making all sorts of dire predictions), and the threatening leap by 
power-hungry Soviet Russia for world domination. 

The nature of the catastrophes has never been indicated by the anti-Moscow 
hotheads. Twenty years ago Sir Henry Deterling was so sure that Soviet 
Russia’s regime could last 1 year at best. When Hitler flew at Russia’s throat 
the panic-struck suggested that it would capitulate within a month. When “Lady 
Luck changed her mind” at Stalingrad they announced that, as soon as the 
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Soviet Army had reached Russia’s former frontiers, Stalin would stop and 
make a separate peace with Hitler. When the facts threw that tale also to the 
ravens, the explanation was that the Russian steamroller, once set in motion, 
would roll right down to the beaches of the North Sea. When that “kite,” too, 
failed to get off the ground, the tale of Job was spread that the Red army would 
never leave either North Norway or Czechoslovakia. When that also * * * 
but no, the story is really beginning to get monotonous. Thirty years of more 
or less crusadelike anti-Soviet propaganda have thoroughly poisoned millions 
of minds, and for these people the Michael Sayres and Albert Kahn book can 
be effective medicine. With an avalanche of facts, justified by bibilographical 
notes, the main features of the great conspiracy against Russia have been re- 
vealed which began in Kerensky’s days and has lasted to the present; a con- 
spiracy plotted and schemed with a beautiful ideological feeling of coming to 
the rescue of civilization, of safeguarding of Christianity, of defending man 
against beast. But, the real motive, save for exceptions, of its most important 
and, to be sure, most powerful devisers was too much capitalistic fear for their 
pocketbooks and too much imperialistic hunger for land. 

For years Hitler had kept his criminal designs concealed behind a screen 
of quasi-humanitarian anti-Russian-ism; indeed, he himself helped rally the 
appeasers in every country in favor of signing and rejoicing over the shameful 
Munich Pact, because the foe stood in the East and the Fuehrer, in his effort 
to free mankind from the threat of the Bolshevist monster upon acceptance of 
his last territorial demand, still found people willing to listen to him. Thus 
fifth columns sprang up in almost every country serving the sinister German 
cause behind an anti-Russian camouflage. Thus all governments, including the 
pre-1940 Dutch, found themselves in a pitifully weak situation when their 
Fascist highway robbers struck their blow, as their anti-Russian-ism (‘“Musscrt 
of Moscow’’) had, moreover, been pronounced as a very extenuating circumstance. 

For all this, millions—15 million Russians alone—have paid with their lives 
in the 6 years of the war. The bitterest pill to swallow was the unconditional 
surrender first of Italy, then of Germany, and finally of Japan. Since then unity, 
painfully achieved by bitter struggle and after so many years of poisonous 
propaganda of distrust even more fragile of nature, has melted away. The same 
world that knew how to win the war is on its way to lose the peace. Anyone 
with eves to see and ears to hear doubts that the war years may be followed by any 
great chance for a resumption of the song of the Russian bogeyman which had 
been chanted so quickly, so loudly and so as though nothing had happened and 
nothing had changed—that is the disillusionment and, at the same time, in a nut- 
shell, the danger. 

Anyone who reads the book by Sayers and Kahn—and really, it must be read— 
should understand why, however valid the reasons may be, the Russians, from 
a political viewpoint, are suspicious, and he will forget his gruesome, one- 
sidedness of the ignorant policy of regarding Russia as “the danger” [threat]. 
Nobody denies him the right of having misgivings concerning the definite 
objectives of the Soviet regime, a right that I, too, won’t have anybody take 
away from me. But his undertanding of Russian policy as a result of reading the 
Sayers and Kahn book will bring him closer to it, even maybe to seeking a place 
in the ranks of those who regard a better understanding and sincere cooperation 
between the Russian and non-Russian world as a condition for a lasting peace. 
There are scarcely 2 persons, or 2 parties, or, let alone, 2 philosophies, who don't 
somewhere in real life come to a crossroads where each must go his own way. 
The crossroads is at all times reached almost too soon. Irresponsible, to be sure, 
is the man who today chooses to walk alone, because tomorrow there may not 
be a chance of walking together. 

May the Sayers and Kahn book also in our land promote a more thorough 
and more honest idea of policy of that country which has made such big and 
admirable sacrifices for containing the threat which, other than the Russian, has 
remained very real, yet not one-hundredth of the talking and doing about the 
so-called danger to the peace coming from the East has been evidenced relative 
to the danger of reactionary Fascism with its glorification of violence, with 
its destruction of intellectual freedom, with its inhumanity practiced by man. 

G. J. VAN HEUVEN GOEDHART. 

OcTOBER 1946. 

(Translated by Elizabeth Hanunian, May 8, 1956.) 
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EXHIBIT 2 
[For immediate use, May 19, 1956—from the Senate Internal Security Subcommittee] 


Senator James O. Eastland (Democrat, Mississippi) today made public the 
following letter which he sent to Hon. Henry Cabot Lodge, Jr., chief United States 
delegate to the United Nations, yesterday: 

Hon. HeENry Canor Loner, Jr., 
The Representative of the United States of America to the United Nations, 
New York, N. Y. 

DEAR Mr. LoDce: At a hearing of the Senate Internal Security Subcommittee 
held on Friday, May 18, testimony was presented which aroused great concern 
in the mind of the then acting chairman, Senator William E. Jenner, and in my 
own mind. Testimony and documentary evidence were presented to show that 
the present United Nations High Commissioner for Refugees, Mr. G. J. van 
Heuven Goedhart and former ex-Minister of Justice and chief editor of Het 

’arool, wrote an introduction to a book entitled ‘De Grote Samenzwering” (The. 
Great Conspiracy Against Russia) by Michael Sayers and Albert E. Kahn, pub- 
lished by Republiek der Lettern of Amsterdam, Holland. 

Albert E. Kahn, coauthor of this book, appeared before the Senate Internal 
Security Subcommittee on March 7 and 8, 1955, and invoked the fifth amendment 
on the grounds of possible self-incrimination when asked whether he was then 
or had ever been a member of the Communist Party. I enclose herewith Mr. 
Kahn’s testimony. Michael Sayers’ writings have appeared frequently in Com- 
munist Party literature, oftentimes in association with Albert E. Kahn. 

Permit me to quote from Mr. Goedhart’s introduction to this highly pro-Soviet 
work: 

“Asked if I would like to furnish an introduction to the Dutch translation of 
The Great Conspiracy Against Russia by the two American writers Michael 
Sayers and Albert E. Kahn, I had to confess that I had never read that book— 
that book, too, among others. I have since repaired the damage, for that is 
what it was, and I now emphasize when asked: “This book must be widely 
read.” And itis a pleasure for me to send it on its way through the Netherlands 
with a hearty recommendation from me. 

“Years ago, in view of all sorts of slackness in Dutch and non-Dutch, domestic 
and foreign affairs, I pointed out, in a newspaper article, the need for the emer- 
gency of strong men * * * Years later, during a lecture I pointed out the 
futility of refusing all collaboration with the Communists because of ideological 
anticommunism. The result was that, here and there, as foreseen, I have since 
been called a Communist. 

“* * * Likewise, the fabulous war effort of the Soviet Union to stand up 
against the Fascist strength has not in any way put a stop, either ideologically 
or emotionally, but carried to a large extent by plainly materialistic motives, to 
an ‘anti-Russia-ism,’ which a great and admirable military leader such as 
Winston Churchill introduced into his anti-Soviet speech at Fulton 6 months 
ago * * * 

“Day by day millions of people are in their thought, their speech, and their 
writing committing the crime of getting ready for world war IlI—against 
Russia—by considering it possible, probable, or even unavoidable. A crime, 
indeed. * * * 

“But what about the Russians? Aren’t they hoping that some day the whole 
world will adhere to their Communist ideas? Haven’t they for years been stand- 
ing on the threshold of an attack on the world around them daring the world to 
force its system upon them? Two questions—two answers. Anyone who has 
any belief to peddle, is doing so here, be he American or Russian, British or Ger- 
man. But while Hitler stole into nation after nation like a thief in the night to 
spread his gospel of violence, nobody can truthfully say that Russia aims at 
‘aggression.’ Nevertheless, millions believe that she is doing just that * * * 30 
years of more or less crusadelike anti-Soviet propaganda have thoroughly 
poisoned millions of minds, and for these people the Michael Sayers and Albert 
Kahn book can be effective medicine. With an avalanche of facts, justified by 
bibliographical notes, the main features of the great conspiracy against Russia 
have been revealed which began in Kerensky’s days and has lasted to the pres- 
ent; a conspiracy plotted and schemed with a beautiful ideological feeling of 
coming to ‘the rescue of civilization,’ of ‘safeguarding of Christianity,’ of 
‘defending man against beast.’ But, the real motive, save for exceptions, of its 
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most important and, to be sure, most powerful devisers was too much capitalistic 
fear for their pocketbooks and too much imperialistic hunger for land * * * 

“Anyone who reads the book by Sayers and Kahn—and really, it must be read 
—should understand why, however valid the reasons may be, the Russians, from 
a political viewpoint, are suspicious, and he will forget his gruesome, one-sided- 
ness of the ignorant policy of regarding Russia as ‘the danger’ [threat]. No- 
body denies him the right of having misgivings concerning the definite objectives 
of the Soviet regime, a right that I, too, won’t have anybody take away from me. 
But his understanding of Russian policy as a result of reading the Sayers and 
Kahn book will bring him closer to it, even maybe to seeking a place in the ranks 
of those who regard a better understanding and sincere cooperation between the 
Russians and non-Russian world as a condition for a lasting peace * * *.” 

In behalf of the Senate Internal Security Subcommittee, I wish to ask you as 
the representative of the United States within the United Nations to determine 
how a man of Mr. Goedhart’s outlook came to head the United Nations Organi- 
zation for Refugees. We would also like to know whether the United States 
voted in favor of this choice. 

We are particularly concerned about this question at the present time, in the 
light of our current investigations of pressure being exerted by Communist gov- 
ernments to cause redefections among those who have sought asylum in the free 
world, a question in which a man with Mr. Goedhart’s position and power could 
wield considerable weight and influence. 

We look forward to a detailed analysis of the facts on this matter as far as 
you are in a position to present them. 

Senator Jenner, who presided at the hearing, thought that it was outrageous 
and scandalous that a man who would so associate himself with Communists 
should have to be looked to by refugees and forced repatriates who are being 
subject to Soviet pressure and terror and forcibly transported behind the Iron 
Curtain. 

Very sincerely yours, 
JAMES O. EASTLAND, 
Chairman, Internal Security Subcommittee. 


ExHIBIT 3 
{For immediate release from the Senate Internal Security Subcommittee] 


May 23, 1956. 
The following letter from Henry Cabot Lodge, chief United States delegate to 
the United Nations, was made public today by Senator James O. Eastland (Demo- 
crat, Mississippi), chairman of the Senate Internal Security Subcommittee: 


May 21, 1956, 

Deak SENATOR EASTLAND: This acknowledges receipt of your letter dated 
May 18 which was published in the newspapers of May 20. 

In response to your question, the records indicate that Mr. G. J. van Heuven 
Goedhart was first elected to be the United Nations High Commissioner for 
Refugees by the General Assembly of 1950. At that time the United States sup- 
ported Mr. J. Donald Kingsley. 

In 1953 the mandate of the High Commissioner for Refugees was extended by 
the General Assembly for 5 years over the bitter opposition of the U. S. S. R. 
The delegations of the U. S. S. R. and the satellite countries strongly attacked 
Mr. van Heuven Goedhart personally for not taking action to repatriate the 
refugees and alleged that he was serving the interests of the United States and 
other western governments. The United States supported the extension of the 
High Commissioner’s mandate, and the decision to take this action was, of course, 
made in Washington. 

At the 1953 session of the General Assembly Mr. van Heuven Goedhart was the 
only nominee of the Secretary Generai for the post of High Commissioner, and 
he was declared elected for the 5-year term. 

It may be pertinent at this point to say that Mr. van Heuven Goedhart, in his 
appearances at the United Nations has frequently taken issue with positions of 
the Soviet Union and has been a prime target for the attacks of that Government. 
Last year when the Soviets, as part of their redefection campaign, sought in the 
General Assembly to get language into the refugees resolution which, in our 
opinion, might have made possible the forcible repatriation of refugees, Mr. van 
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Heuven Goedhart openly and vigorously opposed this attempt. With the support 
of the United States the Soviet attempt was defeated. 
I, of course, wholeheartedly disagree with the tenor of the statements attributed 
to Mr. van Heuven Goedhart which you quote in your letter. 
Very truly yours, 


HENRY CABoT LODGE, Jr. 


EXHIBIT 4 


[Netherlands News Bulletin, published daily by the Netherlands News Agency ANP, 
The Hague, Netherlands, June 6, 1956] 


REFUGEE’S HtgH COMMISSIONER MIGHT RESIGN 


THE HaGuE.—In bitter terms the United Nations Commissioner for Refugees, 
Dr. G. J. van Heuven Goedhart, has complained at a press conference here of lack 
of funds for refugees and hinted that he might resign. 

He said it was “an absolute scandal that, 10 years after the war, 65,000 refugees 
are still living in misery in a Europe bulging with prosperity.” 

Mr. van Heuven Goedhart was profoundly pessimistic about financial prospects 
and said he could not see in what way the states cooperating to aid refugees could 
be persuaded to give new life to the aid program of the United Nations. 

“T have done all I possibly can to get more money for refugees, but the results 
have been so disappointing that I must ask myself if it would not be better if 
someone else took my place,” he declared. 

Van Heuven Goedhart said that “great apathy’ could be observed among 
the refugees now that they had been in camps for more than 10 years, and they 
no longer make much effort to become independent. 


TALKS WITH GERMANY AND AUSTRIA 


Talks were now going on with Germany and Austria to liquidate the camps 
in those countries before 1958. 

Without a certain amount of pressure the camps there would never become 
empty, he said. It was true that the number of refugees had declined since 1954 
from 85,000 to 65,000, but on the other hand the number had greatly increased 
because Austria would have to receive this year 3,000 Hungarians and 3,000 
Italians. It was very encouraging, the High Commissioner went on, that the 
money from the Nobel Prize had made it possible to empty completely a camp 
on the Greek island of Tinos and to house its 120 inhabitants satisfactorily 
elsewhere. 

As regards the financial side of the refugees problem, Mr. van Heuven Goed- 
hart said that through voluntary contributions by members of the U. N., $16 mil- 
lion would be collected divided over 4 years. For the first year a target amount 
of $4.2 million had been fixed but, ultimately, only $2.7 million was received, a 
deficit of $1.5 million. The High Commissioner had proposed to the U. N. 
that this deficit should be added to the target amount for the next year, 1956, 
so that this would become $5.9 million. But he could already say that this 
amount would never be realized. 


HOLLAND’S “EXEMPLARY RECORD” 


Mr. van Heuven Goedhart had also tried to obtain money from private indus- 
try and social institutions. A few countries had shown good will but none of 
them had such an exemplary record as the Netherlands. 

He drew attention to the new fund that had meanwhile been established by 
Pierre Schneiter, the special representative of the Council of Europe for the prob- 
lem of overpopulation in Europe and refugees. “This fund is now knocking on the 
same doors as I am,” said the High Commissioner, “but Ministers of Finance do 
not usually increase their budget for assistance when the number of organiza- 
tions is increased. If the number of candidates increases, but the cake remains 
the same size, then it simply means that everyone gets a thinner slice.” 

As regards certain reproaches made against him in the United States in connec- 
tion with a preface he wrote to the book The Great Conspiracy Against Russia 
in 1946, Mr. van Heuven Goedhart said he thought it was one of the best he had 
ever written. “I do not think there is the slightest occasion to defend myself 
against the nonsense uttered with regard to this preface,” he said. If some 
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United States Senators thought he was a Communist then he was in the same 
company as Professor Oppenheimer. 

The High Commissioner, just back from a tour of South America, said that, 
with the exception of Venezuela there was not much future for European refugees 
in that part of the world since capital was necessary for emigration there. 





ExHIsItT 5 
{For immediate release, from the Senate Internal Security Subeommittee, June 23, 1956) 


Senator James O. Eastland (Democrat, Mississippi) today renewed his re- 
cent challenge of the qualifications of G. J. van Heuven Goedhart to serve as 
United Nations High Commissioner for Refugees. ; 

He made public a letter to Hon. Henry Cabot Lodge, chief representative of 
the United States to the United Nations, in which he drew attention to a 
statement from Van Heuven Goedhart, published on June 6 by the Netherlands 
News Agency, wherein the position of the Commissioner for Refugees was 
compared with that of J. Robert Oppenheimer, the former head of the United 
States atomic energy program. 

The letter follows: 

JUNE 2, 1956. 
Hon. Henry Casnor Loner, Jr., 
The Representative of the United States of America to the United Nations, 
New York, N.Y. 

DEAR Mr. AMBASSADOR: I refer to my letter to you dated May 18, 1956, and 
to your reply thereto dated May 21, 1956, in the matter of Mr. G. J. van Heuven 
Goedhart, the United Nations High Commissioner for Refugees. 

You will remember that in my letter of May 18 I called your attention to 
an introduction written by Mr. Van Heuven Goedhart in 1946 for the Dutch 
edition of a book by Michael Sayres and Albert E. Kahn entitled “The Great 
Conspiracy Against Russia.” In that introduction, Mr. Van Heuven Goedhart, 
who is in charge of the United Nations’ program for refugees from behind the 
Iron Curtain, referred to “the futility of refusing all collaboration with the 
Communists,” and ealled for “an avalanche of facts” to overcome “30 years 
of more or less crusade-like anti-Soviet propaganda” which he declared had 
“thoroughly poisoned millions of minds.” 

In your answering letter dated May 21, you pointed out that in recent years 
Mr. Van Heuven Goedhart has on several occasions taken issue with the 
publicly stated position of the Soviet Union in matters before the United Na- 
tions. You added, however, that you “wholeheartedly disagree” with the 
introduction written by him for the Sayres-Kahn book. 

I now call your attention to an item in the Netherlands News Bulletin, pub- 
lished by the Netherlands News Agency A. N. P., 32 Parkstraat, The Hague, 
under date of Wednesday, June 6, 1956. I quote: 

“As regards certain reproaches made against him in the United States in 
connection with a preface he wrote to the book The Great Conspiracy Against 
Russia in 1946, Mr. Van Heuven Goedhart said he thought it was one of the 
best he had ever written. ‘I do not think there is the slightest occasion to 
defend myself against the nonsense uttered with regard to this preface,’ he said. 
If some United States Senators thought he was a Communist then he was in 
the same company as Professor Oppenheimer.” 

In other words, as late as June 6th of this year Mr. Van Heuven Goedhart 
regarded the statements in his introduction to The Great Conspiracy Against 
Russia as some of the best he had ever written. And as for his views on com- 
munism, Mr. Van Heuven Goedhart considers himself in the same category as 
J. Robert Oppenheimer—whose security clearance was withdrawn by the 
Government of the United States after his intimate, extensive and dangerous 
connections with Communists and communism had been established. 

I will appreciate being advised whether you consider that this latest state- 
ment by Mr. Van Heuven Goedhart affects in any way his qualifications to 
serve as the United Nations official in charge of its program for refugees from 
Communist oppression and tyranny. 

Very truly yours, 
JAMES O. EASTLAND, 
Chairman, Internal Security Subcommittee. 
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MEMORANDUM FROM DEPARTMENT OF STATE REGARDING ALLEGATIONS CONCERNING 
UNITED NATIONS HIGH COMMISSIONER FOR REFUGEES 


Ou May 18, 1956, Julius Epstein of New York City presented to the Senate 
Internal Security Subcommittee the copy of an introduction written by Mr. G. J. 
van Heuven Goedhart in 1946 to a book entitled “The Great Conspiracy against 
Russia.” The general tenor of this introduction was that after four years of 
fighting with the Russians against nazism and fascism the world should put 
aside its hostility to the Russians and learn to live with them. This introduction 
contains naive and unrealistic assumptions to which the Department does not 
subscribe. It should be considered, however, in the light of events in 1946. 

For 2 years during the war Mr, van Heuven Goedhart was a leader in the 
Dutch underground. The Germans offered an award of DM200,000 for his 
capture and listed him as state enemy No. 1. His brother and 37 of his close 
friends were shot by the Germans. The impact of these events obviously had a 
bearing on the thoughts he expressed in the introductory statement in 1946. 

Senator Eastland wrote Ambassador Lodge on May 18, 1956, asking “how a 
man of Goedhart’s outlook came to head the United Nations organization for 
refugees.” 

On May 21, 1956, Ambassador Lodge sent the following reply to Senator 
Hastland : 


Hon. JAMES O. EASTLAND, 
Chairman, Internal Security Subcommittee, Committee on the Judiciary, 
United States Senate, Washington, D. C. 

DEAR SENATOR EASTLAND: This acknowledges receipt of your letter dated May 
18 which was published in the newspapers of May 20. 

In response to your question, the records indicate that Mr. G. J. van Heuven 
Goedhart was first elected to be the United Nations High Commissioner for 
Refugees by the General Assembly of 1950. At that time the United States 
supported Mr. J. Donald Kingsley. 

In 1953 the mandate of the High Commissioner for Refugees was extended by 
the General Assembly for 5 years over the bitter opposition of the U. 8.8. R. The 
delegations of the U. S. S. R. and the satellite countries strongly attacked Mr. 
van Heuven Goedhart personally for not taking action to repatriate the refugees 
and alleged that he was serving the interests of the United States and other 
Western governments. The United States supported the extension of the High 
Commissioner’s mandate, and the decision to take this action was, of course, 
made in Washington. 

At the 1953 session of the General Assembly Mr. van Heuven Goedhart was 
the only nominee of the Secretary General for the post of High Commissioner, 
and he was declared elected for the 5-year term. 

It may be pertinent at this point to say that Mr. van Heuven Goedhart, in his 
appearances at the United Nations has frequently taken issue with positions of 
the Soviet Union and has been a prime target for the attacks of that Govern- 
ment. Last year when the Soviets, as part of their redefection campaign sought 
in the General Assembly to get language into the refugees’ resolution which, in 
our opinion, might have made possible the forcible repatriation of refugees, 
Mr. van Heuven Goedhart openly and vigorously opposed this attempt. With 
the support of the United States the Soviet attempt was defeated. 

I, of course, wholeheartedly disagree with the tenor of the statements attrib- 
uted to Mr. van Heuven Goedhart which you quote in your letter. 

Very truly yours, 
(Signed) Henry Casotr Longe, Jr. 


Subsequently, Mr. Epstein wrote an article for the Tablet of June 9, 1956, en- 
titled “Is United Nations Commissioner for Refugees Pro-Red?’ 

Careful examination of Mr. van Heuven Goedhart’s activities as United Na- 
tions High Commissioner for Refugees discloses no evidence of softness toward 
communism. The Soviet Union and the Communist bloc have consistently at- 
tacked the High Commissioner’s Office and program since its inception in 1950. 
They have accused him of “training spies against the Soviet Union’; “provid- 
ing cheap labor to capitalist countries” ; and “protecting criminals.” 

Mr. van Heuven Goedhart, since becoming High Commissioner for Refugees, 
has had the fullest support of the Vatican. The Holy See is a member of the 
High Commissioner’s 20-nation Executive Committee. 

As stated in the Tablet article, Countess Tolstoy, president of the Tolstoy 
Foundation, on July 5, 1955, wrote to members of the Senate Appropriations 
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Committee criticizing the High Commissioner for participating in the repatria- 
tion of refugees from Austria to Iron Curtain countries. The allegation con- 
cerned a Russian Repatriation Mission which visited refugee camps in the Brit- 
ish Zone of Austria. The High Commissioner had protested to the British against 
granting the Soviet Repatriation Mission to undertake the trip. The British 
nevertheless authorized the mission permission to enter the British Zone. The 
High Commissioner then demanded that a representative of his office accom- 
pany the Soviet Repatriation Mission to insure that no pressure or improper 
efforts were exercised by the mission to bring about the repatriation of refugees. 
This was entirely proper and in accordance with the responsibilities of his office 
to provide legal and political protection to refugees. 

When the full facts became known to Countess Tolstoy she wrote the follow- 
ing letter to the High Commissioner under date of July 29, 1955: 


Dr. G. J. VAN HEUVEN GOEDH ART, 
United Nations High Commissioner for Refugees, 
Palais des Nations, Geneva, Switzerland. 


DEAR DocTor VAN HEUVEN GoEDHART: I would like to make the following state- 
ment which you may use at your discretion. 

The expression used in my letter to the Members of Congress that “the United 
Nations High Commissioner for Refugees is actively participating in repatriation 
of refugees from Austria” was based upon misinformation reaching me that I 
only now have been able to correct. 

Therefore, my recommendation to certain United States Congressmen and 
Senators was unfortunate. I am calling this to the attention of those to whom 
my letter was addressed. At that time I was under a very great stress of 
conscience at learning that, after 4 years of operation in Austria, you had for 
the first time assigned an observer to accompany the Soviet Repatriation Mission 
into the camps. 

It is a great satisfaction to me to learn that you now are favorably disposed 
to consider resettlement abroad as the best permanent solution for foreign-speak- 
ing refugees in Austria. 

Very truly yours, 
(Signed) ALEXANDRA TOLsTOY, 
President, Tolstoy Foundation, Inc. 


In connection with the same matter, the Department received from the Ver; 
Reverend Monsignor Aloysius J. Wycisle, National Catholic Welfare Conference, 
the following statement : 

“Word has reached me of some confusion regarding the recent interest of the 
United Nations High Commissioner for Refugees in the matter of the repatriation 
of refugees in Austria. Like several other agencies, we too were concerned 
with the visit of the representative of the High Commissioner’s Office in the 
company of a Soviet representative to various areas in Austria seeking the repa- 
triation of prisoners to countries behind the Iron Curtain. We took steps to 
look into the matter and are happy to advise you that we are satisfied that the 
High Commissioner’s Office proceeded correctly and in the interest of the people 
themselves. We know that the concern was merely for voluntary repatriation 
and we understand that the invitation was engendered by the representatives of 
the British occupation forces and that the purpose of the representative of the 
High Commissioner was to protect the rights of the refugees.” 

The Department has no evidence to support the charges contained in the 
Tablet article to the effect that the High Commissioner’s past record is one of 
outspoken support and stanch defense of Stalin. On the other hand, there is 
considerable evidence indicating the contrary. For example, in a speech before 
the General Assembly on November 22, 1949, while a member of the Dutch dele- 
gation to the United Nations, Mr. van Heuven Goedhart said the following: 

“The Communist parties of all the countries are under Moscow orders. On 
these orders they start political strikes, they organize political campaigns, they 
infiltrate trade unions and other political and eultural organizations. Their 
party line is the Moscow party line, and woe be to them if they do not keep faith- 
ful to it. When the United States of America in a decision which T do not hesitate 
to eall historic came to the aid of devastated Europe, by setting up the Marshall 
plan, the Moscow rulers gave order to upset the operation of that plan. When 
Czechoslovakia dared to be interested in that Marshall plan, the Czechs were 
summoned to Moscow and told that they had to keep out of it. The U. 8. S. R., 
claiming that the Marshall plan aims at domination of other countries, exercises 
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itself domination of many countries. Where is Estonia, where is Latvia, where is 
Lithuania, Mr. Chairman? They have been wiped out by the U. 8. 8S. R. And 
where is the independence of the Polish state, that now has as one of its most 
powerful cabinet ministers the Soviet Marshall Rokossovski, a foreigner? I do 
not criticize, Mr. Chairman, I only mention irrefutable facts and I submit that 
there is not one single such fact that proves that the United States of America 
by the Marshall plan tries or will try to curtail the independence of any country 
that benefits by it. And let us turn to the Atlantic Pact, Mr. Chairman. When 
Sweden preferred not to associate itself with that pact, did then the United 
States of America punish Sweden by retention of its citizens, by economic 
blockade, or by saber rattling? Was any press and radio campaign started 
against Sweden telling the Americans that the Swedes were Communists or Reds? 
Would moreover an Atlantic Pact ever have become a necessity if not the 
U. &. 8. R. were pursuing a policy that makes the peoples of the world fear its 
real aims and doubt its real love of peace?” 

While chairman of the Dutch delegation to the United Nations in 1950, Mr. 
van Heuven Goedhart sponsored the U. N. resolution “Peace through deeds,” 
countering the Soviet-sponsored “Stockholm peace appeal.” This resolution was 
cosponsored by eight free nation delegations, including the United States. Dur- 
ing the course of debate on this resolution, he said in part as follows: 

“It is only natural, Mr. President, that on the basis of these remarkable as- 
sumptions, the Soviet Union feels bound to come forward from time to time, with 
lofty peace proposals. It would, in fact, be most inconvenient for the Soviet 
Union if its admirers and followers would have nothing better to point to than 
the disappearance from the map of States like Estonia, Lithuania, Latvia; to the 
summing up, with the medium of the Cominform, of strikes against the operation 
of the Marshall plan and the Atlantic Pact: the blessing (by the Soviet Union) 
of the invasion of North Korea into the Republic of Korea; the threatening 
words and deeds of the Soviet Union against Yugoslavia: the refusal of the 
Soviet Union to join the overwhelming majority of the members of the United 
Nations in their efforts to strengthen the hands of our organization against 
those who resort to aggression; the barring of peace-loving countries from mem- 
bership of the United Nations as a consequence of a Soviet veto: or the con 
sistent frustration by the Soviet Union of every effort toward measures for 
the control of atomic energy such as to render impossible the use of that energ) 
for purposes of war.” 

In response to request by an American wire service that he give his opinion 
concerning Mr. vn Heuven Goedhart, Dr. Charles Mayo, who was a United 
States delegate to the Eighth General Assembly, said: 

“He was attacked most venomously by the Communists. One of the great 
problems on which he differed from them was on his definition of a refugee. 
He insisted on the right of an individual to seek asylum in nations in which there 
was freedom, and denied vigorously their idea that the refugee was a chattel 
that belonged to any country from the time of his birth until his death. These 
personal attacks on great men serve no useful purpose and Goedhart need not 
defend himself personally from them. He has a great many friends who will 
gladly do it for him.” 

Mr. van Heuven Goedhart has authorized use of the following statement which 
he has prepared in answer to recent charges which have been made against 
him: 

“T do not intend to reply to any attack on my personal and political integrity 
made directly or indirectly by Julius Epstein. My 30 years’ record, as news- 
paper editor, as Minister for Justice in the Dutch Cabinet (1944), as Chairman 
of the Subcommittee on Freedom of Information and of the Press of the Human 
Rights Commission of the United Nations, as a senator in my country (1947 
51), as chairman of the Dutch delegation to the International Conference on 
Freedom of Information and of the Press held in Geneva in 1948, as vice chair- 
man of the Netherlands delegation to the General Assemblies of the United 
Nations in 1949 and 1950, and as High Commissioner of the United Nations for 
Refugees proves beyond any possible doubt that I have consistently and con- 
tinuously been a strong anti-Nazi and an equally strong anti-Communist. 

“Since 1951 it has been my privilege to serve the interests of the refugees under 
the mandate of the United Nations, all victims of Communist and National-Social- 
ist oppression and persecution (nationals of the Soviet Union, Poland, Czech- 
oslovakia, Rumania, Bulgaria, Hungary, Yugoslavia, Albania, Jews who fled 
from Hitler’s tortures). It is for these refugees that my office worked out a 4-year 
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program of permanent solutions, which was approved in 1954 by the General 
Assembly of the United Nations against the strong opposition of the five Com- 
munist member states: the Soviet Union, Poland, Czechoslovakia, Byelo-Russia, 
and the Ukraine. It was for this program that my office received last year the 
Nobel prize for peace and I myself the Wateler peace prize of the Carnegie 
Foundation in the Hague. 

“That program can only be carried out if the governments come forward with 
adequate voluntary contributions to the United Nations Refugee Fund (UNREF). 
I am therefore deeply grateful to the administration of President Dwight D. 
Eisenhower and to the Congress of the United States for having initiated a posi- 
tive policy toward the United Nations refugee program by making in 1955 a first 
American contribution to UNREF. I am equally grateful to the administration 
for having suggested a further contribution te UNREF for 1956-57 which at 
present is under active consideration of the appropriate congressional committees. 
Without such a contribution the refugees under the mandate of the United Na- 
tions have no hope of achieving a permanent solution of their problems, I shall 
therefore not allow any attack on my person and my integrity as an international 
civil servant to impair the chances of such a contribution being made. 

“Every single dollar coming to UNREF is spent on the basis of detailed, con- 
crete projects, approved by an executive committee consisting of the representa- 
tives of 20 states. None of the Communist countries is or ever was a member of 
that Committee. Among the members are the United States and the Holy See. 
Not $1 has ever been or is being spent on the repatriation of any refugee. The 
task of my office in the field of repatriation is limited to protecting the refugee 
against pressure. My annual report 1956 contains an account of our activities in 
that regard. 

“With this statement of facts, which can be easily checked by anyone interested 
in them, I leave the final judgment of my personal and political integrity with the 
fullest confidence to those on whom the United States appropriation to UNREF 
depends.” 

In view of the foregoing, the Department does not believe that the allegations 
made against Mr. van Heuven Goedhart in the tablet article are valid. It further 
believes that the successful implementation of the High Commissioner’s program 
is important to United States national interests. 


N. EXPANDED TECHNICAL ASSISTANCE PROGRAM 
TETTER FROM SENATOR MANSFIELD 


Chairman Haypen. I have received a letter from Senator Mansfield 
regarding the United States contribution to the United Nations ex- 
panded technical assistance program, which will be made a part of the 
record. 

(The letter referred to follows :) 

UNITED STATES SENATE, 
COMMITTEE ON FOREIGN RELATIONS, 
July 12, 1956. 
Hon. Cart HAYDEN, 
Chairman, Committee on Appropriations, 
United States Senate. 

Dear SENATOR HAYDEN: I am writing to call your attention to the provision 
of H. R. 12130, the mutual security appropriation bill, 1957, having to do with 
the United States contribution to the United Nations expanded technical 
assistance program. The authorization for this item is $15,500,000 to meet 
our contribution for the calendar year 1957. The Louse bill appropriates only 
$10 million. 

I very much hope that your committee will see fit to restore the full amount. 

The Subcommittee on Technical Assistance Programs of the Committee on 
Foreign Relations has gone into this matter in great detail. In a unanimous 
report (S. Rept. 1956) filed last May, the subcommittee concluded : 

“The subcommittee believes that the United States should continue to sup- 
port the U. N. program. An increase in the absolute amount of the United 
States contribution to that program might be justified, if the President and Con- 
gress so determined, provided that other countries also increased their contribu- 
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tions and that the United States conribution did not increase percentagewise 
from its present level of approximately 50 percent. In time this percentage 
might be reduced still further, but precipitous action to this end should not be 
taken. The subcommittee notes with approval that in recent years while the 
percentage of the United States contribution has gradually decreased, the total 
size of the U. N. program has gradually increased.” 

I note that in the report of the House Appropriations Committee on the mutual 
security appropriations bill, reference is made to the opportunity afforded by the 
United Nations technical assistance program to unfriendly nations to use it 
for their own propaganda purposes. It seems to me that, to the extent that this 
opportunity exists, it will only be increased by a reduction in American support 
of, and participation in, the United Nations program. 

Sincerely, 
MIKE MANSFIELD, 
Chairman, Subcommittee on Technical Assistance Programs. 


Chairman Haypen. If there is nothing further, the hearing is closed 
on the mutual security program. 

(Whereupon, at 7:30 p. m., Thursday, July 12, 1956, the hearing was 
concluded. ) 
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